99th  Congress  ] 

Report 

2d  Session  J 

HOUSE  OF  REPRESENTATIVES  { 

99-606 

FEDERAL  EMPLOYEES'  RETIREMENT  SYSTEM  ACT  OF  1986 


May  16,  1986.— Ordered  to  be  printed 


Mr.  Ford  of  Michigan,  from  the  committee  of  conference, 
submitted  the  following 


CONFERENCE  REPORT 

[To  accompany  H.R.  2672] 

The  committee  of  conference  on  the  disagreeing  votes  of  the  two 
Houses  on  the  amendments  of  the  Senate  to  the  bill  (H.R.  2672),  to 
redesignate  the  New  York  International  and  Bulk  Mail  Center  in 
Jersey  City,  New  Jersey,  as  the  "New  Jersey  International  and 
Bulk  Mail  Center",  and  to  honor  the  memory  of  a  former  postal 
employee  by  dedicating  a  portion  of  a  street  at  the  New  York  Inter- 
national and  Bulk  Mail  Center  in  Jersey  City,  New  Jersey,  as  "Mi- 
chael McDermott  Place",  having  met,  after  full  and  free  confer- 
ence, have  agreed  to  recommend  and  do  recommend  to  their  re- 
spective Houses  as  follows: 

That  the  House  recede  from  its  disagreement  to  the  amendments 
of  the  Senate  numbered  1  and  2,  and  agree  to  the  same. 

That  the  House  recede  from  its  disagreement  to  the  amendment 
of  the  Senate  numbered  3  and  agree  to  the  same  with  an  amend- 
ment as  follows: 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate 
amendment,  insert  the  following: 

TITLE  I— FEDERAL  EMPLOYEES9 
RETIREMENT  SYSTEM 

SEC.  100.  SHORT  TITLE;  TABLE  OF  CONTENTS. 

(a)  Short  Title.— This  Act  may  be  cited  as  the  "Federal  Employ- 
ees' Retirement  System  Act  of  1986". 

(b)  Table  of  Contents.— The  table  of  contents  is  as  follows: 

TABLE  OF  CONTENTS 

TITLE  I— FEDERAL  EMPLOYEES'  RETIREMENT  SYSTEM 

Sec.  100.  Short  title;  table  of  contents. 
Sec.  100A.  Purposes. 
Sec.  101.  Establishment. 
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TITLE  II— OTHER  AMENDMENTS  TO  TITLE  5  OF  THE  UNITED  STATES 

CODE 

Sec.  201.  Treatment  under  Civil  Service  Retirement  System  of  certain  individuals  ex- 
cluded from  Federal  Employees '  Retirement  System. 

Sec.  202.  Non-applicability  of  Civil  Service  Retirement  System  to  individuals  under 
Federal  Employees'  Retirement  System. 

Sec.  203.  Pay  for  the  Executive  Director  of  the  Federal  Retirement  Thrift  Investment 
Board. 

Sec.  204-  Alternative  forms  of  annuities. 
Sec.  205.  Retirement  counseling. 

Sec.  206.  Participation  by  certain  employees  and  Members  only  in  the  Thrift  Savings 
Plan. 

Sec.  207.  Miscellaneous  amendments. 

TITLE  III— OTHER  PROVISIONS  RELATING  TO  THE  FEDERAL  EMPLOYEES' 
RETIREMENT  SYSTEM  AND  THE  CIVIL  SER  VICE  RETIREMENT  SYSTEM 

Sec.  SOI.  Elections. 

Sec.  302.  Effect  of  an  election  under  section  301  to  become  subject  to  the  Federal  Em- 
ployees '  Retirement  System. 

Sec.  303.  Provisions  relating  to  an  election  to  become  subject  to  chapter  83  subject  to 
certain  offsets  relating  to  Social  Security. 

Sec.  304-  Amendments  relating  to  Social  Security. 

Sec.  305.  Extension  of  Federal  Employees'  Retirement  Contribution  Temporary  Ad- 
justment Act  of  1983;  refund  of  excess  contributions. 
Sec.  306.  Applicability  to  the  United  States  Postal  Service. 
Sec.  307.  Use  of  "normal-cost percentage". 
Sec.  308.  Retirement  study. 

Sec.  309.  Repeal  of  automatic  transfer  provision. 
Sec.  310.  Disclosure  of  return  information. 

Sec.  311.  Initial  appointments  to  the  Federal  Retirement  Thrift  Investment  Board. 
Sec.  312.  Plan  for  delayed  contributions  to  the  Thrift  Savings  Fund. 

TITLE  IV— FOREIGN  SERVICE  RETIREMENT 

Sec.  401.  Short  title;  references  to  Foreign  Service  Act  of  1980. 

Sec.  402.  Redesignation  of  certain  provisions  of  the  Foreign  Service  Act  of  1980. 

Sec.  403.  Definition  of  court. 

Sec.  404-  Creditable  service  for  purposes  of  subchapters  I  and  II. 

Sec.  405.  Contributions  to  the  Foreign  Service  Retirement  and  Disability  System. 

Sec.  406.  Offset  of  annuity  by  the  amount  of  Social  Security  benefits. 

Sec.  407.  18-month  period  to  elect  survivor  annuity. 

Sec.  408.  Alternate  forms  of  annuities. 

Sec.  409.  Treatment  of  certain  recall  service. 

Sec.  410.  Reemployment. 

Sec.  411-  Comparability  between  the  Federal  Employees '  Retirement  System  and  the 

Foreign  Service  Pension  System. 
Sec.  412.  Moderation  of  remarriage  penalty. 
Sec.  413.  Lump-sum  payments. 

Sec.  414-  Exclusion  of  participants  in  Foreign  Service  Pension  System  from  Foreign 

Service  Retirement  and  Disability  System. 
Sec.  415.  Foreign  Service  Pension  System. 
Sec.  4 16.  Table  of  contents. 
Sec.  417.  Effective  date. 

TITLE  V— CENTRAL  INTELLIGENCE  AGENCY  RETIREMENT  AND  RELATED 

MATTERS 

Sec.  501.  References. 

Sec.  502.  Contributions  to  the  Central  Intelligence  Agency  Retirement  and  Disability 
System. 

Sec.  503.  Offset  of  annuity  by  the  amount  of  Social  Security  benefits. 

Sec.  504-  Thrift  savings  fund  participation  by  participants  in  the  Central  Intelligence 

Agency  Retirement  and  Disability  System. 
Sec.  505.  Alternative  forms  of  annuities. 

Sec.  506.  Participation  in  the  Federal  Employees'  Retirement  System. 
Sec.  507.  Special  retirement  accrual  for  other  intelligence  personnel. 
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TITLE  VI— MISCELLANEOUS  PROVISIONS 
Sec.  601.  Annuities  for  survivors  of  District  of  Columbia  judges. 

TITLE  VII— A  UTHORIZA  TION  OF  APPROPRIA  TIONS;  EFFECTIVE  DA  TES 

Sec.  701.  Authorization  of  appropriations  for  certain  expenses  of  the  Federal  Retire- 
ment Thrift  Investment  Management  System. 
Sec.  702.  Effective  dates. 

SEC.  100A.  PURPOSES. 

The  purposes  of  this  Act  are — 

(1)  to  establish  a  Federal  employees'  retirement  plan  which  is 
coordinated  with  title  II  of  the  Social  Security  Act; 

(2)  to  ensure  a  fully  funded  and  financially  sound  retirement 
benefits  plan  for  Federal  employees; 

(3)  to  enhance  portability  of  retirement  assets  earned  as  an 
employee  of  the  Federal  Government; 

(4)  to  provide  options  for  Federal  employees  with  respect  to  re- 
tirement planning; 

(5)  to  assist  in  building  a  quality  career  work  force  in  the 
Federal  Government; 

(6)  to  encourage  Federal  employees  to  increase  personal  sav- 
ings for  retirement;  and 

(7)  to  extend  financial  protection  from  disability  to  additional 
Federal  employees  and  to  increase  such  protection  for  eligible 
Federal  employees. 

SEC.  101.  ESTABLISHMENT. 

(a)  In  General. — Title  5,  United  States  Code,  is  amended  by  in- 
serting after  chapter  83  the  following  new  chapter: 

"CHAPTER  84— FEDERAL  EMPLOYEES' RETIREMENT 

SYSTEM 

"SUBCHAPTER  I— GENERAL  PROVISIONS 

"See. 

''8401.  Definitions. 

"8402.  Federal  Employees'  Retirement  System;  exclusions. 
"8403.  Relationship  to  the  Social  Security  Act. 

"SUBCHAPTER  II— BASIC  ANNUITY 

"8410.  Eligibility  for  annuity. 

"8411.  Creditable  service. 

"8412.  Immediate  retirement. 

"8413.  Deferred  retirement. 

"8414-  Early  retirement. 

"8415.  Computation  of  basic  annuity. 

"8416.  Survivor  reduction  for  a  current  spouse. 

"8417.  Survivor  reduction  for  a  former  spouse. 

"8418.  Survivor  elections;  deposit;  offsets. 

"8419.  Survivor  reductions;  computation. 

"8420.  Insurable  interest  reductions. 

"8420a.  Alternative  forms  of  annuities. 

"8421.  Annuity  supplement. 

"8421a.  Reductions  on  account  of  earnings  from  work  performed  while  entitled  to  an 

annuity  supplement. 
"8422.  Deductions  from  pay;  contributions  for  military  service. 
"8423.  Government  contributions. 

"8424-  Lump-sum  benefits;  designation  of  beneficiary;  order  of  precedence. 
"8425.  Mandatory  separation.  

i  CHS  Library  ~  "~ 
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"SUBCHAPTER  III— THRIFT  SA  VINGS  PLAN 

"8431.  Definition. 

"8432.  Contributions. 

"8433.  Benefits  and  election  of  benefits. 

"8434.  Annuities:  methods  of  payment;  election;  purchase. 

"8435.  Protections  for  spouses  and  former  spouses. 

"8436.  Administrative  provisions. 

"8437.  Thrift  Savings  Fund. 

"8438.  Investment  of  Thrift  Savings  Fund. 

"8439.  Accounting  and  information. 

"8440.  Tax  treatment  of  the  Thrift  Savings  Fund. 

"SUBCHAPTER  IV— SURVIVOR  ANNUITIES 

"8441-  Definitions. 

"8442-  Rights  of  a  widow  or  widower. 
"8443.  Rights  of  a  child. 

"8444-  Rights  of  a  named  individual  with  an  insurable  interest. 
"8445-  Rights  of  a  former  spouse. 

"SUBCHAPTER  V— DISABILITY  BENEFITS 

"8451.  Disability  retirement. 

"8452.  Computation  of  disability  annuity. 

"8453.  Application. 

"8454.  Medical  examination. 

"8455.  Recovery;  restoration  of  earning  capacity. 

"8456.  Relationship  to  workers '  compensation. 

"8457.  Military  reserve  technicians. 

"SUBCHAPTER  VI— GENERAL  AND  ADMINISTRATIVE  PROVISIONS 

"8461.  Authority  of  the  Office  of  Personnel  Management. 
"8462.  Cost-of-living  adjustments. 
"8463.  Rate  of  benefits. 

"8464-  Commencement  and  termination  of  annuities  of  employees  and  Members. 
"8465.  Waiver,  allotment,  and  assignment  of  benefits. 
"8466.  Application  for  benefits. 
"8467.  Court  orders. 

"8468.  Annuities  and  pay  on  reemployment. 

"8469.  Withholding  of  State  income  taxes. 

"8470.  Exemption  from  legal  process;  recovery  of  payments. 

"SUBCHAPTER  VII— FEDERAL  RETIREMENT  THRIFT  INVESTMENT 
MANAGEMENT  SYSTEM 

"8471.  Definitions. 

"8472.  Federal  Retirement  Thrift  Investment  Board. 
"8473.  Employee  Thrift  Advisory  Council. 
"8474-  Executive  Director. 
"8475.  Investment  policies. 
"8476.  Administrative  provisions. 

"8477.  Fiduciary  responsibilities;  liability  and  penalties. 
"8478.  Bonding. 

"8479.  Exculpatory  provisions;  insurance. 

"SUBCHAPTER  I— GENERAL  PROVISIONS 
"§8401.  Definitions 

"For  the  purpose  of  this  chapter — 

"(1)  the  term  'account  means  an  account  established  and 
maintained  under  section  8439(a)  of  this  title; 

"(2)  the  term  'annuitant1  means  a  former  employee  or  Member 
who,  on  the  basis  of  that  individual  s  service,  meets  all  require- 
ments for  title  to  an  annuity  under  subchapter  II  or  V  of  this 
chapter  and  files  claim  therefor; 
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"(3)  the  term  'average  pay'  means  the  largest  annual  rate  re- 
sulting from  averaging  an  employees  or  Members  rates  of  basic 
pay  in  effect  over  any  3  consecutive  years  of  service  or,  in  the 
case  of  an  annuity  under  this  chapter  based  on  service  of  less 
than  3  years,  over  the  total  service,  with  each  rate  weighted  by 
the  period  it  was  in  effect; 

"(4)  except  as  provided  in  subchapter  III  of  this  chapter,  the 
term  'basic  pay'  has  the  meaning  given  such  term  by  section 
8331(3); 

"(5)  the  term  'Board'  means  the  Federal  Retirement  Thrift  In- 
vestment Board  established  by  section  8472(a)  of  this  title; 

"(6)  the  term  'Civil  Service  Retirement  and  Disability  Fund' 
or  'Fund'  means  the  Civil  Service  Retirement  and  Disability 
Fund  under  section  8348; 

"(7)  the  term  'court'  means  any  court  of  any  State,  the  District 
of  Columbia,  the  Commonwealth  of  Puerto  Rico,  Guam,  the 
Northern  Mariana  Islands,  or  the  Virgin  Islands,  and  any 
Indian  court; 

"(8)  the  term  'Director'  means  the  Director  of  the  Office  of 
Personnel  Management; 

"(9)  the  term  'dynamic  assumptions'  means  economic  assump- 
tions that  are  used  in  determining  actuarial  costs  and  liabil- 
ities of  a  retirement  system  and  in  anticipating  the  effects  of 
long-term  future — 

"(A)  investment  yields; 
"(B)  increases  in  rates  of  basic  pay;  and 
"(C)  rates  of  price  inflation; 
"(10)  the  term  'earnings',  when  used  with  respect  to  the  Thrift 
Savings  Fund,  means  the  amount  of  the  gain  realized  or  yield 
received  from  the  investment  of  sums  in  such  Fund; 
"(11)  the  term  'employee'  means — 

"(A)  an  individual  referred  to  in  subparagraph  (A),  (E), 
(F),  (H),  (I),  or  (J)  of  section  8331(1)  of  this  title;  and 

"(B)  a  Congressional  employee  as  defined  in  section  2107 
of  this  title,  including  a  temporary  Congressional  employee 
and  an  employee  of  the  Congressional  Budget  Office; 

any  of  whose  civilian  service  after  December  31,  1983,  is  employ- 
ment for  the  purposes  of  title  II  of  the  Social  Security  Act  and 
chapter  21  of  the  Internal  Revenue  Code  of  1954,  except  that 
such  term  does  not  include — 

"(i)  any  individual  referred  to  in— 

"(I)  clause  (i),  (v),  (vi),  or  (ix)  of  paragraph  (1)  of  sec- 
tion 8331; 

"(II)  clause  (ii)  of  such  paragraph  (other  than  an  em- 
ployee of  the  United  States  Park  Police,  or  the  United 
States  Secret  Service,  any  of  whose  civilian  service  after 
December  31,  1983,  is  such  employment);  or 

"(III)  the  undesignated  material  after  the  last  clause 
of  such  paragraph;  or 
"(ii)  any  individual  excluded  under  section  8402(c)  of  this 
title; 

"(12)  the  term  'former  spouse'  means  a  former  spouse  of  an  in- 
dividual— 


'  (A)  if  such  individual  performed  at  least  18  months  of 
civilian  service  creditable  under  section  8411  as  an  employ- 
ee or  Member;  and 

"(B)  if  the  former  spouse  was  married  to  such  individual 
for  at  least  9  months; 
"(13)  the  term  'Executive  Director'  means  the  Executive  Direc- 
tor appointed  under  section  8474(a); 
"(14)  the  term  firefighter'  means — 

"(A)  an  employee,  the  duties  of  whose  position — 

"(i)  are  primarily  to  perform  work  directly  connected 
with  the  control  and  extinguishment  of  fires;  and 

"(ii)  are  sufficiently  rigorous  that  employment  oppor- 
tunities are  required  to  be  limited  to  young  and  phys- 
ically vigorous  individuals,  as  determined  by  the  Direc- 
tor considering  the  recommendations  of  the  employing 
agency;  and 

"(B)  an  employee  who  is  transferred  directly  to  a  supervi- 
sory or  administrative  position  after  performing  duties  de- 
scribed in  subparagraph  (A)  for  at  least  10  years; 
"(15)  the  term  'Government'  means  the  Federal  Government 
and  Gallaudet  College; 

"(16)  the  term  'Indian  court'  has  the  meaning  given  such  term 
by  section  8331(24); 

"(17)  the  term  law  enforcement  officer'  means — 
"(A)  an  employee,  the  duties  of  whose  position — 
"(i)  are  primarily — 

"(I)  the  investigation,  apprehension,  or  detention 
of  individuals  suspected  or  convicted  of  offenses 
against  the  criminal  laws  of  the  United  States,  or 
"(II)  the  protection  of  officials  of  the  United 
States  against  threats  to  personal  safety;  and 
"(ii)  are  sufficiently  rigorous  that  employment  oppor- 
tunities are  required  to  be  limited  to  young  and  phys- 
ically vigorous  individuals,  as  determined  by  the  Direc- 
tor considering  the  recommendations  of  the  employing 
agency; 

"(B)  an  employee  who  is  transferred  directly  to  a  supervi- 
sory or  administrative  position  after  performing  duties  de- 
scribed in  subparagraph  (A)  for  at  least  10  years;  and 
"(C)  an  employee — 

"(i)  of  the  Bureau  of  Prisons  or  Federal  Prison  Indus- 
tries, Incorporated; 

"(ii)  of  the  Public  Health  Service  assigned  to  the 
field  service  of  the  Bureau  of  Prisons  or  of  the  Federal 
Prison  Industries,  Incorporated;  or 

"(Hi)  in  the  field  service  at  Army  or  Navy  discipli- 
nary barracks  or  at  any  other  confinement  and  reha- 
bilitation facility  operated  by  any  of  the  armed  forces; 

whose  duties  in  connection  with  individuals  in  detention 
suspected  or  convicted  of  offenses  against  the  criminal  laws 
of  the  United  States  or  of  the  District  of  Columbia  or  of- 
fenses against  the  punitive  articles  of  the  Uniform  Code  of 
Military  Justice  (chapter  47  of  title  10)  require  frequent 
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direct  contact  with  these  individuals  in  their  detention  and 
are  sufficiently  rigorous  that  employment  opportunities  are 
required  to  be  limited  to  young  and  physically  vigorous  in- 
dividuals, as  determined  by  the  head  of  the  employing 
agency; 

"(18)  the  term  'loss',  when  used  with  respect  to  the  Thrift  Sav- 
ings Fund,  means  the  amount  of  the  loss  resulting  from  the  in- 
vestment of  sums  in  such  Fund; 

"(19)  the  term  'lump-sum  credit'  means  the  unrefunded 
amount  consisting  of— 

"(A)  retirement  deductions  made  from  the  basic  pay  of  an 
employee  or  Member  under  section  8422(a)  of  this  title  (or 
under  section  204  of  the  Federal  Employees'  Retirement 
Contribution  Temporary  Adjustment  Act  of  1983); 

"(B)  amounts  deposited  by  an  employee  or  Member  under 
section  8422(e);  and 

"(C)  interest  on  the  deductions  and  deposits  which,  for 
any  calendar  year,  shall  be  equal  to  the  overall  average 
yield  to  the  Fund  during  the  preceding  fiscal  year  from  all 
obligations  purchased  by  the  Secretary  of  the  Treasury 
during  such  fiscal  year  under  section  8348(c),  (d),  and  (e),  as 
determined  by  the  Secretary  (compounded  annually); 

but  does  not  include  interest — 

"(i)  if  the  service  covered  thereby  aggregates  1  year  or  less; 

or 

"(ii)  for  a  fractional  part  of  a  month  in  the  total  service; 

"(20)  the  term  'Member'  has  the  same  meaning  as  provided  in 
section  2106,  except  that  such  term  does  not  include  an  individ- 
ual who  irrevocably  elects,  by  written  notice  to  the  official  by 
whom  such  individual  is  paid,  not  to  participate  in  the  Federal 
Employees '  Retirement  System; 

"(21)  the  term  'net  earnings'  means  the  excess  of  earnings  over 
losses; 

"(22)  the  term  'net  losses '  means  the  excess  of  losses  over  earn- 
ings; 

"(23)  the  term  'normal-cost  percentage'  means  the  entry-age 
normal  cost  of  the  provisions  of  the  System  which  relate  to  the 
Fund,  computed  by  the  Office  in  accordance  with  generally  ac- 
cepted actuarial  practice  and  standards  (using  dynamic  as- 
sumptions) and  expressed  as  a  level  percentage  of  aggregate 
basic  pay; 

"(24)  the  term  'Office'  means  the  Office  of  Personnel  Manage- 
ment; 

"(25)  the  term  'price  index'  has  the  same  meaning  as  provided 
in  section  8331(15); 

"(26)  the  term  'service'  means  service  which  is  creditable 
under  section  8411; 

"(27)  the  term  'supplemental  liability'  means  the  estimated 
excess  of— 

"(A)  the  actuarial  present  value  of  all  future  benefits  pay- 
able from  the  Fund  under  this  chapter  based  on  the  service 
of  current  or  former  employees  or  Members,  over 

"(B)  the  sum  of— 
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"(i)  the  actuarial  present  value  of  deductions  to  be 
withheld  from  the  future  basic  pay  of  employees  and 
Members  currently  subject  to  this  chapter  pursuant  to 
section  8422; 

"(ii)  the  actuarial  present  value  of  the  future  contri- 
butions to  be  made  pursuant  to  section  8423(a)  with  re- 
spect to  employees  and  Members  currently  subject  to 
this  chapter; 

"(Hi)  the  Fund  balance  as  of  the  date  the  supplemen- 
tal liability  is  determined,  to  the  extent  that  such  bal- 
ance is  attributable — 

"(I)  to  the  System,  or 

"(II)  to  contributions  made  under  the  Federal 
Employees'  Retirement   Contribution  Temporary 
Adjustment  Act  of  1983  by  or  on  behalf  of  an  indi- 
vidual who  became  subject  to  the  System;  and 
"(iv)  any  other  appropriate  amount,  as  determined  by 
the  Office  in  accordance  with  generally  accepted  actu- 
arial practices  and  principles; 
"(28)  the  term  'survivor'  means  an  individual  entitled  to  an 
annuity  under  subchapter  IV  of  this  chapter; 

"(29)  the  term  'System '  means  the  Federal  Employees '  Retire- 
ment System  described  in  section  8402(a); 

"(30)  the  term  'military  reserve  technician'  means  a  member 
of  one  of  the  reserve  components  of  the  armed  forces  specified  in 
section  261(a)  of  title  10  who — 

"(A)  is  assigned  to  a  civilian  position  as  a  technician  in 
the  administration  and  training  of  such  reserve  components 
or  in  the  maintenance  and  repair  of  supplies  issued  to  such 
reserve  components;  and 

"(B)  as  a  condition  of  employment  in  such  position,  is  re- 
quired to  be  a  member  of  one  of  such  reserve  components 
serving  in  a  specified  military  grade;  and 
"(31)  the  term  'military  service'  means  honorable  active  serv- 
ice— 

"(A)  in  the  armed  forces; 

"(B)  in  the  commissioned  corps  of  the  Public  Health  Serv- 
ice after  June  30,  1960;  or 

"(C)  in  the  commissioned  corps  of  the  National  Oceanic 
and  Atmospheric  Administration,  or  a  predecessor  entity  in 
function,  after  June  30,  1961; 
but  does  not  include  service  in  the  National  Guard  except  when 
ordered  to  active  duty  in  the  service  of  the  United  States. 

"§8402.  Federal  Employees* Retirement  System;  exclusions 

"(a)  The  provisions  of  this  chapter  comprise  the  Federal  Employ- 
ees '  Retirement  System. 

"(b)  The  provisions  of  this  chapter  shall  not  apply  with  respect 
to— 

"(1)  any  individual  who  has  performed  service  of  a  type  de- 
scribed in  subparagraph  (C),  (D),  (E),  or  (F)  of  section  210(a)(5)  of 
the  Social  Security  Act  continuously  since  December  31,  1983 
(determined   in   accordance   with   the  provisions   of  section 


9 


210(a)(5)(B)  of  the  Social  Security  Act,  relating  to  continuity  of 
employment);  or 

"(2)(A)  any  employee  or  Member  who  has  separated  from  the 
service  after — 

"(i)  having  been  subject  to  subchapter  III  of  chapter  83  of 
this  title,  or  subchapter  I  of  chapter  8  of  the  Foreign  Serv- 
ice Act  of  1980;  and 

"(ii)  having  completed  at  least  5  years  of  civilian  service 
creditable  under  subchapter  III  of  chapter  83  of  this  title, 
or  at  least  5  years  of  civilian  service  creditable  under  sub- 
chapter I  of  the  Foreign  Service  Act  of  1980  (determined 
without  regard  to  any  deposit  or  redeposit  requirement 
under  either  such  subchapter,  or  any  requirement  that  the 
individual  become  subject  to  either  such  subchapter  after 
performing  the  service  involved);  or 
"(B)  any  employee  having  at  least  5  years  of  civilian  service 
performed  before  January  1,  1987,  creditable  under  subchapter 
III  of  chapter  83  of  this  title  (determined  without  regard  to  any 
deposit  or  redeposit  requirement  under  such  subchapter,  any  re- 
quirement that  the  individual  become  subject  to  such  subchap- 
ter after  performing  the  service  involved,  or  any  requirement 
that  the  individual  give  notice  in  writing  to  the  official  by 
whom  such  individual  is  paid  of  such  individuals  desire  to 
become  subject  to  such  subchapter); 
except  to  the  extent  provided  for  under  title  III  of  the  Federal  Em- 
ployees' Retirement  System  Act  of  1986  pursuant  to  an  election 
under  such  title  to  become  subject  to  this  chapter. 

"(c)(1)  The  Office  may  exclude  from  the  operation  of  this  chapter 
an  employee  or  group  of  employees  in  or  under  an  Executive  agency, 
the  United  States  Postal  Service,  or  the  Postal  Rate  Commission, 
whose  employment  is  temporary  or  intermittent,  except  an  employee 
whose  employment  is  part-time  career  employment  (as  defined  in  sec- 
tion 3401(2)). 

"(2)  The  Architect  of  the  Capitol  may  exclude  from  the  operation 
of  this  chapter  an  employee  under  the  Office  of  the  Architect  of  the 
Capitol  whose  employment  is  temporary  or  of  uncertain  duration. 

"(3)  The  Librarian  of  Congress  may  exclude  from  the  operation  of 
this  chapter  an  employee  under  the  Library  of  Congress  whose  em- 
ployment is  temporary  or  of  uncertain  duration. 

"(4)  The  Director  or  Acting  Director  of  the  Botanic  Garden  may 
exclude  from  the  operation  of  this  chapter  an  employee  under  the 
Botanic  Garden  whose  employment  is  temporary  or  of  uncertain  du- 
ration. 

"§  8403.  Relationship  to  the  Social  Security  Act 

"Except  as  otherwise  provided  in  this  chapter,  the  benefits  pay- 
able under  the  System  are  in  addition  to  the  benefits  payable  under 
the  Social  Security  Act. 

"SUBCHAPTER  II— BASIC  ANNUITY 
"§  8410.  Eligibility  for  annuity 

"Notwithstanding  any  other  provision  of  this  chapter,  an  employ- 
ee or  Member  must  complete  at  least  5  years  of  civilian  service  cred- 
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itable  under  section  8411  in  order  to  be  eligible  for  an  annuity 
under  this  subchapter. 

"§  8411.  Creditable  service 

"(a)(1)  The  total  service  of  an  employee  or  Member  is  the  full  years 
and  twelfth  parts  thereof  excluding  from  the  aggregate  the  fraction- 
al part  of  a  month,  if  any. 

"(2)  Credit  may  not  be  allowed  for  a  period  of  separation  from  the 
service  in  excess  of  3  calendar  days. 

"(b)  For  the  purpose  of  this  chapter,  creditable  service  of  an  em- 
ployee or  Member  includes — 

"(1)  employment  as  an  employee,  and  any  service  as  a  Member 
(including  the  period  from  the  date  of  the  beginning  of  the  term 
for  which  elected  or  appointed  to  the  date  of  taking  office  as  a 
Member),  after  December  31,  1986; 

"(2)  service  with  respect  to  which  deductions  and  withhold- 
ings under  section  204(a)(1)  of  the  Federal  Employees'  Retire- 
ment Contribution  Temporary  Adjustment  Act  of  1983  have 
been  made; 

"(3)  except  as  provided  in  subsection  (f),  any  civilian  service 
(performed  before  January  1,  1989,  other  than  any  service  under 
paragraph  (1)  or  (2))  which,  but  for  the  amendments  made  by 
subsections  (a)(4)  and  (b)  of  section  202  of  the  Federal  Employ- 
ees '  Retirement  System  Act  of  1986,  would  be  creditable  under 
subchapter  III  of  chapter  83  of  this  title  (determined  without 
regard  to  any  deposit  or  redeposit  requirement  under  such  sub- 
chapter, any  requirement  that  the  individual  become  subject  to 
such  subchapter  after  performing  the  service  involved,  or  any  re- 
quirement that  the  individual  give  notice  in  writing  to  the  offi- 
cial by  whom  such  individual  is  paid  of  such  individual's 
desire  to  become  subject  to  such  subchapter);  and 

"(4)  a  period  of  service  (other  than  any  service  under  any  of 
the  preceding  provisions  of  this  subsection  and  other  than  any 
military  service)  that  was  creditable  under  the  Foreign  Service 
Pension  System  described  in  subchapter  II  of  chapter  8  of  the 
Foreign  Service  Act  of  1980,  if  the  employee  or  Member  waives 
credit  for  such  service  under  the  Foreign  Service  Pension  System 
and  makes  a  payment  to  the  Fund  equal  to  the  amount  that 
would  have  been  deducted  from  pay  under  section  8422(a)  had 
the  employee  been  subject  to  this  chapter  during  such  period  of 
service  (together  with  interest  on  such  amount  computed  under 
paragraphs  (2)  and  (3)  of  section  8334(e)). 
"(c)(1)  Except  as  provided  in  paragraph  (2)  or  (3),  an  employee  or 
Member  shall  be  allowed  credit  for — 

"(A)  each  period  of  military  service  performed  before  January 
1,  1957;  and 

"(B)  each  period  of  military  service  performed  after  December 
31,  1956,  and  before  the  separation  on  which  title  to  annuity  is 
based,  if  a  deposit  (including  interest,  if  any)  is  made  with  re- 
spect to  such  period  in  accordance  with  section  8422(e). 
"(2)  If  an  employee  or  Member  is  awarded  retired  pay  based  on 
any  period  of  military  service,  the  service  of  the  employee  or  Member 
may  not  include  credit  for  such  period  of  military  service  unless  the 
retired  pay  is  awarded — 
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"(A)  based  on  a  service-connected  disability — 

"(i)  incurred  in  combat  with  an  enemy  of  the  United 
States;  or 

"(ii)  caused  by  an  instrumentality  of  war  and  incurred  in 
line  of  duty  during  a  period  of  war  as  defined  by  section 
301  of  title  38;  or 
"(B)  under  chapter  67  of  title  10. 
"(3)  An  employee  or  Member  who  has  made  a  deposit  under  sec- 
tion 83340)  (°r  a  similar  prior  provision  of  law)  with  respect  to  a 
period  of  military  service,  and  who  has  not  taken  a  refund  of  such 
deposit — 

"(A)  shall  be  allowed  credit  for  such  service  without  regard  to 
the  deposit  requirement  under  paragraph  (1)(B);  and 

"(B)  shall  be  entitled,  upon  filing  appropriate  application 
therefor  with  the  Office,  to  a  refund  equal  to  the  difference  be- 
tween— 

"(i)  the  amount  deposited  with  respect  to  such  period 
under  such  section  8334(j)  (or  prior  provision),  excluding  in- 
terest; and 

"(ii)  the  amount  which  would  otherwise  have  been  re- 
quired with  respect  to  such  period  under  paragraph  (1)(B). 
"(d)  Credit  under  this  chapter  shall  be  allowed  for  leaves  of  ab- 
sence without  pay  granted  an  employee  while  performing  military 
service,  or  while  receiving  benefits  under  subchapter  I  of  chapter  81. 
An  employee  or  former  employee  who  returns  to  duty  after  a  period 
of  separation  is  deemed,  for  the  purpose  of  this  subsection,  to  have 
been  on  leave  of  absence  without  pay  for  that  part  of  the  period  in 
which  that  individual  was  receiving  benefits  under  subchapter  I  of 
chapter  81.  Credit  may  not  be  allowed  for  so  much  of  other  leaves  of 
absence  without  pay  as  exceeds  6  months  in  the  aggregate  in  a  cal- 
endar year. 

"(e)  Credit  shall  be  allowed  for  periods  of  approved  leave  without 
pay  granted  an  employee  to  serve  as  a  full-time  officer  or  employee 
of  an  organization  composed  primarily  of  employees  (as  defined  by 
section  8331(1)  or  8401(11)),  subject  to  the  employee  arranging  to  pay, 
through  the  employees  employing  agency,  within  60  days  after  com- 
mencement of  such  leave  without  pay,  amounts  equal  to  the  retire- 
ment deductions  and  agency  contributions  which  would  be  applica- 
ble under  sections  8422(a)  and  8423(a),  respectively,  if  the  employee 
were  in  pay  status.  If  the  election  and  all  payments  provided  by  this 
subsection  are  not  made,  the  employee  may  not  receive  credit  for  the 
periods  of  leave  without  pay,  notwithstanding  the  third  sentence  of 
subsection  (d). 

"(f)(1)  An  employee  or  Member  who  has  received  a  refund  of  re- 
tirement deductions  under  subchapter  III  of  chapter  83  with  respect 
to  any  service  described  in  subsection  (b)(3)  may  not  be  allowed 
credit  for  such  service  under  this  chapter  unless  such  employee  or 
Member  deposits  an  amount  equal  to  1.3  percent  of  basic  pay  for 
such  service,  with  interest. 

"(2)  An  employee  or  Member  may  not  be  allowed  credit  under  this 
chapter  for  any  service  described  in  subsection  (b)(3)  for  which  re- 
tirement deductions  under  subchapter  III  of  chapter  83  have  not 
been  made,  unless  such  employee  or  Member  deposits  an  amount 
equal  to  1.3  percent  of  basic  pay  for  such  service,  with  interest. 
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"(3)  Interest  under  paragraph  (1)  or  (2)  shall  be  computed  in  ac- 
cordance with  paragraphs  (2)  and  (3)  of  section  8334(e)  and  regula- 
tions prescribed  by  the  Office. 

"(4)  For  the  purpose  of  survivor  annuities,  deposits  authorized  by 
the  preceding  provisions  of  this  subsection  may  also  be  made  by  a 
survivor  of  an  employee  or  Member. 

"§  8412.  Immediate  retirement 

"(a)  An  employee  or  Member  who  is  separated  from  the  service 
after  attaining  the  applicable  minimum  retirement  age  under  sub- 
section (h)  and  completing  30  years  of  service  is  entitled  to  an  annu- 
ity. 

"(b)  An  employee  or  Member  who  is  separated  from  the  service 
after  becoming  60  years  of  age  and  completing  20  years  of  service  is 
entitled  to  an  annuity. 

"(c)  An  employee  or  Member  who  is  separated  from  the  service 
after  becoming  62  years  of  age  and  completing  5  years  of  service  is 
entitled  to  an  annuity. 

"(d)  An  employee  who  is  separated  from  the  service,  except  by  re- 
moval for  cause  on  charges  of  misconduct  or  delinquency — 

"(1)  after  completing  25  years  of  service  as  a  law  enforcement 
officer  or  firefighter,  or  any  combination  of  such  service  totaling 
at  least  25  years,  or 

"(2)  after  becoming  50  years  of  age  and  completing  20  years  of 
service  as  a  law  enforcement  officer  or  firefighter,  or  any  combi- 
nation of  such  service  totaling  at  least  20  years, 
is  entitled  to  an  annuity. 

"(e)  An  employee  who  is  separated  from  the  service,  except  by  re- 
moval for  cause  on  charges  of  misconduct  or  delinquency — 

"(1)  after  completing  25  years  of  service  as  an  air  traffic  con- 
troller, or 

"(2)  after  becoming  50  years  of  age  and  completing  20  years  of 
service  as  an  air  traffic  controller, 
is  entitled  to  an  annuity. 

"(f)  A  Member  who  is  separated  from  the  service,  except  by  resig- 
nation or  expulsion — 

"(1)  after  completing  25  years  of  service,  or 
"(2)  after  becoming  50  years  of  age  and  completing  20  years  of 
service, 
is  entitled  to  an  annuity. 

"(g)  An  employee  or  Member  who  is  separated  from  the  service 
after  attaining  the  applicable  minimum  retirement  age  under  sub- 
section (h)  and  completing  10  years  of  service  is  entitled  to  an  annu- 
ity. This  subsection  shall  not  apply  to  an  employee  or  Member  who 
is  entitled  to  an  annuity  under  any  other  provision  of  this  section. 

"(h)(1)  The  applicable  minimum  retirement  age  under  this  subsec- 
tion is — 

"(A)  for  an  individual  whose  date  of  birth  is  before  January 
1,  1948,  55  years  of  age; 

"(B)  for  an  individual  whose  date  of  birth  is  after  December 
31,  1947,  and  before  January  1,  1953,  55  years  of  age  plus  the 
number  of  months  in  the  age  increase  factor  determined  under 
paragraph  (2)(A); 
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"(C)  for  an  individual  whose  date  of  birth  is  after  December 
31,  1952,  and  before  January  1,  1965,  56  years  of  age; 

"(D)  for  an  individual  whose  date  of  birth  is  after  December 
31,  1964,  and  before  January  1,  1970,  56  years  of  age  plus  the 
number  of  months  in  the  age  increase  factor  determined  under 
paragraph  (2)(B);  and 

"(E)  for  an  individual  whose  date  of  birth  is  after  December 
31,  1969,  57  years  of  age. 
"(2)(A)  For  an  individual  whose  date  of  birth  occurs  during  the  5- 
year  period  consisting  of  calendar  years  1948  through  1952,  the  age 
increase  factor  shall  be  equal  to  two-twelfths  times  the  number  of 
months  in  the  period  beginning  with  January  1948  and  ending  with 
December  of  the  year  in  which  the  date  of  birth  occurs. 

"(B)  For  an  individual  whose  date  of  birth  occurs  during  the  5- 
year  period  consisting  of  calendar  years  1965  through  1969,  the  age 
increase  factor  shall  be  equal  to  two-twelfths  times  the  number  of 
months  in  the  period  beginning  with  January  1965  and  ending  with 
December  of  the  year  in  which  the  date  of  birth  occurs. 

"§  8413.  Deferred  retirement 

"(a)  An  employee  or  Member  who  is  separated  from  the  service,  or 
transferred  to  a  position  in  which  the  employee  or  Member  does  not 
continue  subject  to  this  chapter,  after  completing  5  years  of  service 
is  entitled  to  an  annuity  beginning  at  the  age  of  62  years. 

"(b)(1)  An  employee  or  Member  who  is  separated  from  the  service, 
or  transferred  to  a  position  in  which  the  employee  or  Member  does 
not  continue  subject  to  this  chapter,  after  completing  10  years  of 
service  is  entitled  to  an  annuity  beginning  on  the  date  designated  by 
the  employee  or  Member  in  a  written  election  under  this  subsection. 
The  date  designated  under  this  subsection  may  not  precede  the  date 
on  which  the  employee  or  Member  attains  the  applicable  minimum 
retirement  age  under  section  8412(h)  and  must  precede  the  date  on 
which  the  employee  or  Member  becomes  62  years  of  age. 

"(2)  The  election  of  an  annuity  under  this  subsection  shall  not  be 
effective  unless — 

"(A)  it  is  made  at  such  time  and  in  such  manner  as  the 
Office  shall  by  regulation  prescribe;  and 

"(B)  the  employee  or  Member  will  not  otherwise  be  eligible  to 
receive  an  annuity  within  31  days  after  filing  the  election. 

"(3)  The  election  of  an  annuity  under  this  subsection  extinguishes 
the  right  of  the  employee  or  Member  to  receive  any  other  annuity 
based  on  the  service  on  which  the  annuity  under  this  subsection  is 
based. 

"§  8414.  Early  retirement 

"(a)(1)  A  member  of  the  Senior  Executive  Service  who  is  removed 
from  the  Senior  Executive  Service  for  less  than  fully  successful  exec- 
utive performance  (as  determined  under  subchapter  II  of  chapter  43 
of  this  title)  after  completing  25  years  of  service,  or  after  becoming 
50  years  of  age  and  completing  20  years  of  service,  is  entitled  to  zn 
annuity. 

"(2)  A  member  of  the  Defense  Intelligence  Senior  Executive  Service 
or  the  Senior  Cryptologic  Executive  Service  who  is  removed  from 
such  service  for  less  than  fully  successful  executive  performance 
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after  completing  25  years  of  service,  or  after  becoming  50  years  of 
age  and  completing  20  years  of  service,  is  entitled  to  an  annuity. 

"(b)(1)  Except  as  provided  in  paragraphs  (2)  and  (3),  an  employee 
who — 

"(A)  is  separated  from  the  service  involuntarily,  except  by  re- 
moval for  cause  on  charges  of  misconduct  or  delinquency;  or 

"(B)  while  serving  in  a  geographic  area  designated  by  the  Di- 
rector, is  separated  from  the  service  voluntarily  during  a  period 
in  which  (as  determined  by  the  Director) — 

"(i)  the  agency  in  which  the  employee  is  serving  is  under- 
going a  major  reorganization,  a  major  reduction  in  force,  or 
a  major  transfer  of  function;  and 

"(ii)  a  significant  percentage  of  the  total  number  of  em- 
ployees serving  in  such  agency  will  be  separated  or  subject 
to  an  immediate  reduction  in  the  rate  of  basic  pay  (without 
regard  to  subchapter  VI  of  chapter  53  of  this  title  or  compa- 
rable provisions); 

after  completing  25  years  of  service,  or  after  becoming  50  years  of 
age  and  completing  20  years  of  service,  is  entitled  to  an  annuity. 

"(2)  An  employee  under  paragraph  (1)  who  is  separated  as  de- 
scribed in  subparagraph  (A)  of  such  paragraph  is  not  entitled  to  an 
annuity  under  this  subsection  if  the  employee  has  declined  a  reason- 
able offer  of  another  position  in  the  employee's  agency  for  which  the 
employee  is  qualified,  and  the  offered  position  is  not  lower  than  2 
grades  (or  pay  levels)  below  the  employee 's  grade  (or  pay  level)  and  is 
within  the  employee 's  commuting  area. 

"(3)  Paragraph  (1)  shall  not  apply  to  an  employee  entitled  to  an 
annuity  under  subsection  (d)  or  (e)  of  section  8412. 

"(c)  A  military  reserve  technician  who  is  separated  from  techni- 
cian service,  after  becoming  50  years  of  age  and  completing  25  years 
of  service,  by  reason  of  ceasing  to  satisfy  the  condition  described  in 
section  8401(30)(B)  is  entitled  to  an  annuity. 

"§  8415.  Computation  of  basic  annuity 

"(a)  Except  as  otherwise  provided  in  this  section,  the  annuity  of 
an  employee  retiring  under  this  subchapter  is  1  percent  of  that  indi- 
vidual's average  pay  multiplied  by  such  individual's  total  service. 

"(b)  The  annuity  of  a  Member,  or  former  Member  with  title  to  a 
Member  annuity,  retiring  under  this  subchapter  is  computed  under 
subsection  (a),  except  that  if  the  individual  has  had  at  least  5  years 
of  service  as  a  Member  or  Congressional  employee,  or  any  combina- 
tion thereof,  so  much  of  the  annuity  as  is  computed  with  respect  to 
either  such  type  of  service  (or  a  combination  thereof),  not  exceeding 
a  total  of  20  years,  shall  be  computed  by  multiplying  1  7/10  percent  of 
the  individual's  average  pay  by  the  years  of  such  service. 

"(c)  The  annuity  of  a  Congressional  employee,  or  former  Congres- 
sional employee,  retiring  under  this  subchapter  is  computed  under 
subsection  (a),  except  that  if  the  individual  has  had  at  least  5  years 
of  service  as  a  Congressional  employee  or  Member,  or  any  combina- 
tion thereof,  so  much  of  the  annuity  as  is  computed  with  respect  to 
either  such  type  of  service  (or  a  combination  thereof),  not  exceeding 
a  total  of  20  years,  shall  be  computed  by  multiplying  1  7/10  percent  of 
the  individual's  average  pay  by  the  years  of  such  service. 
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"(d)  The  annuity  of  an  employee  retiring  under  subsection  (d)  or 
(e)  of  section  8412  or  under  subsection  (a)  or  (b)  of  section  8425  is — 
"(1)1  V10  percent  of  that  individuals  average  pay  multiplied 
by  so  much  of  such  individuals  total  service  as  does  not  exceed 
20  years;  plus 

"(2)  1  percent  of  that  individuals  average  pay  multiplied  by 
so  much  of  such  individual's  total  service  as  exceeds  20  years. 
"(e)(1)  In  computing  an  annuity  under  this  subchapter  for  an  em- 
ployee whose  service  includes  service  performed  on  a  part-time 
basis — 

"(A)  the  average  pay  of  the  employee,  to  the  extent  that  it  in- 
cludes pay  for  service  performed  in  any  position  on  a  part-time 
basis,  shall  be  determined  by  using  the  annual  rate  of  basic  pay 
that  would  be  payable  for  full-time  service  in  the  position;  and 
"(B)  the  benefit  so  computed  shall  then  be  multiplied  by  a 
fraction  equal  to  the  ratio  which  the  employee's  actual  service, 
as  determined  by  prorating  the  employee s  total  service  to  reflect 
the  service  that  was  performed  on  a  part-time  basis,  bears  to  the 
total  service  that  would  be  creditable  for  the  employee  if  all  of 
the  service  had  been  performed  on  a  full-time  basis. 
"(2)  For  the  purpose  of  this  subsection,  employment  on  a  part-time 
basis  shall  not  be  considered  to  include  employment  on  a  temporary 
or  intermittent  basis. 

"(f)(1)  The  annuity  of  an  employee  or  Member  retiring  under  sec- 
tion 8412(g)  or  8413(b)  is  computed  in  accordance  with  applicable 
provisions  of  this  section,  except  that  the  annuity  shall  be  reduced 
by  five-twelfths  of  1  percent  for  each  full  month  by  which  the  com- 
mencement date  of  the  annuity  precedes  the  sixty-second  anniversary 
of  the  birth  of  the  employee  or  Member. 

"(2)(A)  Paragraph  (1)  does  not  apply  in  the  case  of  an  employee  or 
Member  retiring  under  section  8413(b)  if  the  employee  or  Member 
would  satisfy  the  age  and  service  requirements  for  title  to  an  annu- 
ity under  section  8412(a),  (b),  (d)(2),  (e)(2),  or  (f)(2),  determined  as  if 
the  employee  or  Member  had,  as  of  the  date  of  separation,  attained 
the  age  specified  in  subparagraph  (B). 

"(B)  A  determination  under  subparagraph  (A)  shall  be  based  on 
how  old  the  employee  or  Member  will  be  as  of  the  date  on  which  the 
annuity  under  section  8413(b)  is  to  commence. 

"(g)(1)  In  applying  subsection  (a)  with  respect  to  an  employee 
under  paragraph  (2),  the  percentage  applied  under  such  subsection 
shall  be  1.1  percent,  rather  than  1  percent. 

"(2)  This  subsection  applies  in  the  case  of  an  employee  who — 
"(A)  retires  entitled  to  an  annuity  under  section  8412;  and 
"(B)  at  the  time  of  the  separation  on  which  entitlement  to  the 
annuity  is  based,  is  at  least  62  years  of  age  and  has  completed 
at  least  20  years  of  service; 
but  does  not  apply  in  the  case  of  a  Congressional  employee,  military 
reserve  technician,  law  enforcement  officer,  firefighter,  or  air  traffic 
controller. 

"§  8416.  Survivor  reduction  for  a  current  spouse 

"(a)(1)  If  an  employee  or  Member  is  married  at  the  time  of  retiring 
under  this  chapter,  the  reduction  described  in  section  8419(a)  shall 
be  made  unless  the  employee  or  Member  and  the  spouse  jointly 
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waive,  by  written  election,  any  right  which  the  spouse  may  have  to  a 
survivor  annuity  under  section  8442  based  on  the  service  of  such  em- 
ployee or  Member.  A  waiver  under  this  paragraph  shall  be  filed 
with  the  Office  under  procedures  prescribed  by  the  Office. 

"(2)  Notwithstanding  paragraph  (1),  an  employee  or  Member  who 
is  married  at  the  time  of  retiring  under  this  chapter  may  waive  the 
annuity  for  a  surviving  spouse  without  the  spouse's  consent  if  the 
employee  or  Member  establishes  to  the  satisfaction  of  the  Office  (in 
accordance  with  regulations  prescribed  by  the  Office) — 

"(A)  that  the  spouse's  whereabouts  cannot  be  determined;  or 
"(B)  that,  due  to  exceptional  circumstances,  requiring  the  em- 
ployee or  Member  to  seek  the  spouse's  consent  would  otherwise 
be  inappropriate. 

"(3)  Except  as  provided  in  subsection  (d),  a  waiver  made  under 
this  subsection  shall  be  irrevocable. 

"(b)(1)  Upon  remarriage,  a  retired  employee  or  Member  who  was 
married  at  the  time  of  retirement  (including  an  employee  or  Member 
whose  annuity  was  not  reduced  to  provide  a  survivor  annuity  for  the 
employee's  or  Member's  spouse  or  former  spouse  as  of  the  time  of  re- 
tirement) may  irrevocably  elect  during  such  marriage,  in  a  signed 
writing  received  by  the  Office  within  2  years  after  such  remarriage 
or,  if  later,  within  2  years  after  the  death  or  remarriage  of  any 
former  spouse  of  such  employee  or  Member  who  was  entitled  to  a 
survivor  annuity  under  section  8445  (or  of  the  last  such  surviving 
former  spouse,  if  there  was  more  than  one),  a  reduction  in  the  em- 
ployee's or  Member's  annuity  under  section  8419(a)  for  the  purpose 
of  providing  an  annuity  for  such  employee's  or  Member's  spouse  in 
the  event  such  spouse  survives  the  employee  or  Member. 

"(2)  The  election  and  reduction  shall  be  effective  the  first  day  of 
the  second  month  after  the  election  is  received  by  the  Office,  but  not 
less  than  9  months  after  the  date  of  the  remarriage. 

"(3)  An  election  to  provide  a  survivor  annuity  to  an  individual 
under  this  subsection — 

"(A)  shall  prospectively  void  any  election  made  by  the  employ- 
ee or  Member  under  section  8420  with  respect  to  such  individ- 
ual; or 

"(B)  shall,  if  an  election  was  made  by  the  employee  or 
Member  under  section  8420  with  respect  to  a  different  individ- 
ual, prospectively  void  such  election  if  appropriate  written  ap- 
plication is  made  by  such  employee  or  Member  at  the  time  of 
making  the  election  under  this  subsection. 
"(4)  Any  election  under  this  subsection  made  by  an  employee  or 
Member  on  behalf  of  an  individual  after  the  retirement  of  such  em- 
ployee or  Member  shall  not  be  effective  if— 

"(A)  the  employee  or  Member  was  married  to  such  individual 
at  the  time  of  retirement;  and 

"(B)  the  annuity  rights  of  such  individual  based  on  the  serv- 
ice of  such  employee  or  Member  were  then  waived  under  subsec- 
tion (a). 

"(c)(1)  An  employee  or  Member  who  is  unmarried  at  the  time  of 
retiring  under  this  chapter  and  who  later  marries  may  irrevocably 
elect,  in  a  signed  writing  received  by  the  Office  within  2  years  after 
such  employee  or  Member  marries  or,  if  later,  within  2  years  after 
the  death  or  remarriage  of  any  former  spouse  of  such  employee  or 
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Member  who  was  entitled  to  a  survivor  annuity  under  section  8445 
(or  of  the  last  such  surviving  former  spouse,  if  there  was  more  than 
one),  a  reduction  in  the  current  annuity  of  the  retired  employee  or 
Member,  in  accordance  with  section  8419(a). 

"(2)  The  election  and  reduction  shall  take  effect  the  first  day  of 
the  first  month  beginning  9  months  after  the  date  of  marriage.  Any 
such  election  to  provide  a  survivor  annuity  for  an  individual — 

"(A)  shall  prospectively  void  any  election  made  by  the  employ- 
ee or  Member  under  section  8420  with  respect  to  such  individ- 
ual; or 

"(B)  shall,  if  an  election  was  made  by  the  employee  or 
Member  under  section  8420  with  respect  to  a  different  individ- 
ual, prospectively  void  such  election  if  appropriate  written  ap- 
plication is  made  by  such  employee  or  Member  at  the  time  of 
making  the  election  under  this  subsection. 
"(d)(1)  An  employee  or  Member — 

"(A)  who  is  married  on  the  date  of  retiring  under  this  chap- 
ter, and 

"(B)  with  respect  to  whose  spouse  a  waiver  under  subsection 
(a)  has  been  made, 
may,  during  the  18-month  period  beginning  on  such  date,  elect  to 
have  a  reduction  made  under  section  8419  in  order  to  provide  a  sur- 
vivor annuity  under  section  8442  for  such  spouse. 

"(2)(A)  An  election  under  this  subsection  shall  not  be  effective 
unless  the  amount  described  in  subparagraph  (B)  is  deposited  into 
the  Fund  before  the  expiration  of  the  18-month  period  referred  to  in 
paragraph  (1). 

"(B)  The  amount  to  be  deposited  under  this  subparagraph  is  equal 
to  the  sum  of— 

"(i)  the  difference  (for  the  period  between  the  date  on  which 
the  annuity  of  the  former  employee  or  Member  commences  and 
the  date  on  which  reductions  pursuant  to  the  election  under 
this  subsection  commence)  between  the  amount  paid  to  the 
former  employee  or  Member  from  the  Fund  under  this  chapter 
and  the  amount  which  would  have  been  paid  if  such  election 
had  been  made  at  the  time  of  retirement;  and 

"(ii)  the  costs  associated  with  providing  for  the  election  under 
this  subsection. 

The  amount  to  be  deposited  under  clause  (i)  shall  include  interest, 
computed  at  the  rate  of  6 percent  a  year. 

"(3)  An  annuity  which  is  reduced  pursuant  to  an  election  by  a 
former  employee  or  Member  under  this  subsection  shall  be  reduced 
by  the  same  percentage  as  was  in  effect  under  section  8419  as  of  the 
date  of  the  employees  or  Members  retirement 

"(4)  Rights  and  obligations  under  this  chapter  resulting  from  an 
election  under  this  subsection  shall  be  the  same  as  the  rights  and 
obligations  which  would  have  resulted  had  the  election  been  made 
at  the  time  of  retirement. 

"(5)  The  Office  shall  inform  each  employee  and  Member  who  is 
eligible  to  make  an  election  under  this  subsection  of  the  right  to 
make  such  election  and  the  procedures  and  deadlines  applicable  in 
making  any  such  election. 
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"§8417.  Survivor  reduction  for  a  former  spouse 

"(a)  If  an  employee  or  Member  has  a  former  spouse  who  is  entitled 
to  a  survivor  annuity  as  provided  in  section  8445,  the  reduction  de- 
scribed in  section  8419(a)  shall  be  made. 

"(bXV  An  employee  or  Member  who  has  a  former  spouse  may 
elect,  under  procedures  prescribed  by  the  Office,  a  reduction  in  the 
annuity  of  the  employee  or  Member  under  section  8419(a)  in  order  to 
provide  a  survivor  annuity  for  such  former  spouse  under  section 
8445. 

"(2)  An  election  under  this  subsection  shall  be  made  at  the  time 
of  retirement  or,  if  the  marriage  is  dissolved  after  the  date  of  retire- 
ment, within  2  years  after  the  date  on  which  the  marriage  of  the 
former  spouse  to  the  employee  or  Member  is  so  dissolved. 
"(3)  An  election  under  this  subsection — 

"(A)  shall  not  be  effective  to  the  extent  that  it — 
"(i)  conflicts  with — 

"(I)  any  court  order  or  decree  referred  to  in  section 
8445(a)  which  was  issued  before  the  date  of  such  elec- 
tion; or 

"(II)  any  agreement  referred  to  in  such  section 
8445(a)  which  was  entered  into  before  such  date;  or 
"(ii)  would  cause  the  total  of  survivor  annuities  payable 
under  sections  8442  and  8445,  respectively,  based  on  the 
service  of  the  employee  or  Member  to  exceed  the  amount 
which  would  be  payable  to  a  widow  or  widower  of  such  em- 
ployee or  Member  under  such  section  8442  (determined 
without  regard  to  any  reduction  to  provide  for  an  annuity 
under  such  section  8445);  and 
"(B)  shall  not  be  effective,  in  the  case  of  an  employee  or 
Member  who  is  then  married,  unless  it  is  made  with  the 
spouse's  written  consent. 
The  Office  shall  by  regulation  provide  that  subparagraph  (B)  may 
be  waived  for  either  of  the  reasons  set  forth  in  section  8416(a)(2). 

"§  8418.  Survivor  elections;  deposit;  offsets 

"(a)(1)  An  individual  who  makes  an  election  under  subsection  (b) 
or  (c)  of  section  8416  or  section  8417(b)  which  is  required  to  be  made 
within  2  years  after  the  date  of  a  prescribed  event  shall  deposit  into 
the  Fund,  before  the  expiration  of  the  2-year  period  involved,  an 
amount  determined  by  the  Office  (as  nearly  as  may  be  administra- 
tively feasible)  to  reflect  the  amount  by  which  the  annuity  of  such 
individual  would  have  been  reduced  if  the  election  had  been  in 
effect  since  the  date  of  retirement  (or,  if  later,  and  in  the  case  of  an 
election  under  such  section  8416(b),  since  the  date  the  previous  re- 
duction in  the  annuity  of  such  individual  was  terminated  under 
paragraph  (1)  or  (2)  of  section  8A19(b)),  plus  interest. 

"(2)  Interest  under  paragraph  (1)  shall  be  computed  at  the  rate  of 
6  percent  a  year. 

"(b)  If  the  electing  individual  does  not  make  the  deposit  required 
under  subsection  (a),  the  Office  shall  collect  such  amount  by  offset 
against  such  individuals  annuity,  up  to  a  maximum  of  25  percent 
of  the  net  annuity  otherwise  payable,  and  the  individual  is  deemed 
to  consent  to  such  offset. 
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"(c)  Subsections  (a)  and  (b)  shall  not  apply  if— 

"(1)  the  employee  or  Member  makes  an  election  under  section 
8416(b)  or  (c)  after  having  made  an  election  under  section  8420; 
and 

"(2)  the  election  under  such  section  8420  becomes  void  under 
subsection  (b)(3)  or  (c)(2)  of  such  section  8416. 
"(d)  The  Office  shall  prescribe  regulations  under  which  the  survi- 
vor of  an  employee  or  Member  may  make  a  deposit  under  this  sec- 
tion. 

u§  8419,  Survivor  reductions;  computation 

"(a)(1)  Except  as  provided  in  paragraph  (2),  the  annuity  of  an  an- 
nuitant computed  under  section  8415,  or  under  section  8452  (includ- 
ing subsection  (a)(2)  of  such  section,  if  applicable),  shall  be  reduced 
by  10  percent  if  a  survivor  annuity,  or  a  combination  of  survivor  an- 
nuities, under  section  8442  or  8445  (or  both)  are  to  be  provided  for. 

"(2)(A)  If  no  survivor  annuity  under  section  8442  is  to  be  provided 
for,  but  one  or  more  survivor  annuities  under  section  8445  involving 
a  total  of  less  than  the  entirety  of  the  amount  referred  to  in  subsec- 
tion (b)(2)  of  such  section  are  to  be  provided  for,  the  annuity  of  the 
annuitant  involved  (as  computed  under  section  8415,  or  under  sec- 
tion 8452  (including  subsection  (a)(2)  of  such  section,  if  applicable)), 
shall  be  reduced  by  an  appropriate  percentage  determined  under 
subparagraph  (B). 

"(B)  The  Office  shall  prescribe  regulations  under  which  an  appro- 
priate reduction  under  this  paragraph,  not  to  exceed  a  total  of  10 
percent,  shall  be  made. 

"(b)(1)  Any  reduction  in  an  annuity  for  the  purpose  of  providing  a 
survivor  annuity  for  the  current  spouse  of  a  retired  employee  or 
Member  shall  be  terminated  for  each  full  month — 
"(A)  after  the  death  of  the  spouse;  or 

"(B)  after  the  dissolution  of  the  spouse's  marriage  to  the  em- 
ployee or  Member,  except  that  an  appropriate  reduction  shall  be 
made  thereafter  if  the  spouse  is  entitled,  as  a  former  spouse,  to 
a  survivor  annuity  under  section  8445. 
"(2)  Any  reduction  in  an  annuity  for  the  purpose  of  providing  a 
survivor  annuity  for  a  former  spouse  of  a  retired  employee  or 
Member  shall  be  terminated  for  each  full  month  after  the  former 
spouse  remarries  before  reaching  age  55  or  dies.  This  reduction  shall 
be  replaced  by  appropriate  reductions  under  subsection  (a)  if  the  re- 
tired employee  or  Member  has  one  or  more  of  the  following: 

"(A)  another  former  spouse  who  is  entitled  to  a  survivor  an- 
nuity under  section  8445; 

"(B)  a  current  spouse  to  whom  the  employee  or  Member  was 
married  at  the  time  of  retirement  and  with  respect  to  whom  a 
survivor  annuity  was  not  waived  under  section  8416(a)  (or,  if 
waived,  with  respect  to  whom  an  election  under  section  8416(d) 
has  been  made);  or 

"(C)  a  current  spouse  whom  the  employee  or  Member  married 
after  retirement  and  with  respect  to  whom  an  election  has  been 
made  under  subsection  (b)  or  (c)  of  section  8416. 
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"§  8420.  Insurable  interest  reductions 

"(a)(1)  At  the  time  of  retiring  under  section  8412,  8413,  or  8414,  an 
employee  or  Member  who  is  found  to  be  in  good  health  by  the  Office 
may  elect  to  have  such  employee's  or  Member's  annuity  (as  computed 
under  section  8415)  reduced  under  paragraph  (2)  in  order  to  provide 
an  annuity  under  section  8444  for  an  individual  having  an  insur- 
able interest  in  the  employee  or  Member.  Such  individual  shall  be 
designated  by  the  employee  or  Member  in  writing. 

"(2)  The  annuity  of  the  employee  or  Member  making  the  election 
is  reduced  by  10  percent,  and  by  5  percent  for  each  full  5  years  the 
individual  named  is  younger  than  the  retiring  employee  or  Member, 
except  that  the  total  reduction  may  not  exceed  40  percent. 

"(3)  An  annuity  which  is  reduced  under  this  subsection  shall,  ef- 
fective the  first  day  of  the  m,onth  following  the  death  of  the  individ- 
ual named  under  this  subsection,  be  recomputed  and  paid  as  if  the 
annuity  had  not  been  so  reduced. 

"(b)(1)  In  the  case  of  a  married  employee  or  Member,  an  election 
under  this  section  on  behalf  of  the  spouse  may  be  made  only  if  any 
right  of  such  spouse  to  a  survivor  annuity  based  on  the  service  of 
such  employee  or  Member  is  waived  in  accordance  with  section 
8416(a). 

"(2)  Paragraph  (1)  does  not  apply  in  the  case  of  an  employee  or 
Member  if  such  employee  or  Member  has  a  former  spouse  who 
would  become  entitled  to  an  annuity  under  section  8445  as  a  survi- 
vor of  such  employee  or  Member. 

"§  8420a.  Alternative  forms  of  annuities 

"(a)  The  Office  shall  prescribe  regulations  under  which  an  em- 
ployee or  Member  may,  at  the  time  of  retiring  under  this  subchapter, 
elect  annuity  benefits  under  this  section  instead  of  any  other  bene- 
fits under  this  subchapter,  and  any  benefits  under  subchapter  IV  of 
this  chapter,  based  on  the  service  of  the  employee  or  Member. 

"(b)  Subject  to  subsection  (c),  the  Office  shall  by  regulation  pro- 
vide for  such  alternative  forms  of  annuities  as  the  Office  considers 
appropriate,  except  that  among  the  alternatives  offered  shall  be — 
"(1)  an  alternative  which  provides  for — 

"(A)  payment  of  the  lump-sum  credit  (excluding  interest) 
to  the  employee  or  Member;  and 

"(B)  payment  of  an  annuity  to  the  employee  or  Member 
for  life;  and 

"(2)  in  the  case  of  an  employee  or  Member  who  is  married  at 
the  time  of  retirement,  an  alternative  which  provides  for — 

"(A)  payment  of  the  lump-sum  credit  (excluding  interest) 
to  the  employee  or  Member;  and 

"(B)  payment  of  an  annuity  to  the  employee  or  Member 
for  life,  with  a  survivor  annuity  payable  for  the  life  of  a 
surviving  spouse. 
"(c)  Each  alternative  provided  for  under  subsection  (b)  shall,  to 
the  extent  practicable,  be  designed  such  that  the  present  value  of  the 
benefits  provided  under  such  alternative  (including  any  lump-sum 
credit)  is  actuarially  equivalent  to  the  sum  of— 
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"(1)  the  present  value  of  the  annuity  which  would  otherwise 
be  provided  under  this  subchapter,  as  computed  under  section 
8415;  and 

"(2)  the  present  value  of  the  annuity  supplement  which  would 
otherwise  be  provided  (if  any)  under  section  8421. 
"(d)  An  employee  or  Member  who,  at  the  time  of  retiring  under 
this  subchapter — 

"(1)  is  married,  shall  be  ineligible  to  make  an  election  under 
this  section  unless  a  waiver  is  made  under  section  8416(a);  or 
"(2)  has  a  former  spouse,  shall  be  ineligible  to  make  an  elec- 
tion under  this  section  if  the  former  spouse  is  entitled  to  bene- 
fits under  section  8445  or  8467  (based  on  the  service  of  the  em- 
ployee or  Member)  under  the  terms  of  a  decree  of  divorce  or  an- 
nulment, or  a  court  order  or  court-approved  property  settlement 
incident  to  any  such  decree,  with  respect  to  which  the  Office 
has  been  duly  notified. 
"(e)  An  employee  or  Member  who  is  married  at  the  time  of  retiring 
under  this  subchapter  and  who  makes  an  election  under  this  section 
may,  during  the  18-month  period  beginning  on  the  date  of  retire- 
ment, make  the  election  provided  for  under  section  8416(d),  subject 
to  the  deposit  requirement  thereunder. 

"§8421.  Annuity  supplement 

"(a)(1)  Subject  to  paragraph  (3),  an  individual  shall,  if  and  while 
entitled  to  an  annuity  under  subsection  (a),  (b),  (d),  or  (e)  of  section 
8412,  or  under  section  8414(c),  also  be  entitled  to  an  annuity  supple- 
ment under  this  section. 

"(2)  Subject  to  paragraph  (3),  an  individual  shall,  if  and  while 
entitled  to  an  annuity  under  section  8412(f),  or  under  subsection  (a) 
or  (b)  of  section  8414,  also  be  entitled  to  an  annuity  supplement 
under  this  section  if  such  individual  is  at  least  the  applicable  mini- 
mum retirement  age  under  section  8412(h). 

"(3)(A)  An  individual  whose  entitlement  to  an  annuity  under  sec- 
tion 8412  or  8414  does  not  commence  before  age  62  is  not  entitled  to 
an  annuity  supplement  under  this  section. 

"(B)  An  individual  entitled  to  an  annuity  supplement  under  this 
section  ceases  to  be  so  entitled  after  the  last  day  of  the  month  pre- 
ceding the  first  month  for  which  such  individual  would,  on  proper 
application,  be  entitled  to  old-age  insurance  benefits  under  title  II  of 
the  Social  Security  Act,  but  not  later  than  the  last  day  of  the  month 
in  which  such  individual  attains  age  62. 

"(b)(1)  The  amount  of  the  annuity  supplement  of  an  annuitant 
under  this  section  for  any  month  shall  be  equal  to  the  product  of— 
"(A)  an  amount  determined  under  paragraph  (2),  multiplied 

by 

"(B)  a  fraction,  as  described  in  paragraph  (3). 
"(2)  The  amount  under  this  paragraph  for  an  annuitant  is  an 
amount  equal  to  the  old-age  insurance  benefit  which  would  be  pay- 
able to  such  annuitant  under  title  II  of  the  Social  Security  Act 
(without  regard  to  sections  203,  215(a)(7),  and  215(d)(5)  of  such  Act) 
upon  attaining  age  62  and  filing  application  therefor,  determined  as 
if  the  annuitant  had  attained  such  age  and  filed  application  there- 
for, and  were  a  fully  insured  individual  (as  defined  in  section  214(a) 
of  such  Act),  on  January  1  of  the  year  in  which  such  annuitants 
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entitlement  to  any  payment  under  this  section  commences,  except 
that  the  reduction  of  such  old-age  insurance  benefit  under  section 
202(q)  of  such  Act  shall  be  the  maximum  applicable  for  an  individ- 
ual born  in  the  same  year  as  the  annuitant.  In  computing  the  pri- 
mary insurance  amount  under  section  215  of  such  Act  for  purposes 
of  this  paragraph,  the  number  of  elapsed  years  (referred  to  in  section 
215(b)(2)(B)(iii)  of  such  Act  and  used  to  compute  the  number  of  bene- 
fit computation  years)  shall  not  include  years  beginning  with  the 
year  in  which  such  annuitants  entitlement  to  any  payment  under 
this  section  commences,  and — 

(((A)  only  basic  pay  for  service  performed  (if  any)  shall  be 
taken  into  account  in  computing  the  total  wages  and  self-em- 
ployment income  of  the  annuitant  for  a  benefit  computation 
year; 

"(B)  for  a  benefit  computation  year  which  commences  after 
the  date  of  the  separation  with  respect  to  which  entitlement  to 
the  annuitants  annuity  under  this  subchapter  is  based  and 
before  the  date  as  of  which  such  annuitant  is  treated,  under  the 
preceding  sentence,  to  have  attained  age  62,  the  total  wages  and 
self-employment  income  of  such  annuitant  for  such  year  shall 
be  deemed  to  be  zero;  and 

"(C)  for  a  benefit  computation  year  after  age  21  which  pre- 
cedes the  separation  referred  to  in  subparagraph  (B),  and 
during  which  the  individual  did  not  perform  a  full  year  of 
service,  the  total  wages  and  self-employment  income  of  such  an- 
nuitant for  such  year  shall  be  deemed  to  have  been  an  amount 
equal  to  the  product  of— 

"(i)  the  average  total  wages  of  all  workers  for  that  year, 
multiplied  by 
"(ii)  a  fraction — 

"(I)  the  numerator  of  which  is  the  total  basic  pay  of 
the  individual  for  service  performed  in  the  first  year 
thereafter  in  which  such  individual  performed  a  full 
year  of  service;  and 

"(II)  the  denominator  of  which  is  the  average  total 
wages  of  all  workers  for  the  year  referred  to  in  sub- 
clause (I). 

"(3)  The  fraction  under  this  paragraph  for  any  annuitant  is  a 
fraction — 

"(A)  the  numerator  of  which  is  the  annuitants  total  years  of 
service  (rounding  a  fraction  to  the  nearest  whole  number,  with 
V2  being  rounded  to  the  next  higher  number),  not  to  exceed  the 
number  under  subparagraph  (B);  and 

"(B)  the  denominator  of  which  is  40. 
"(4)  For  the  purpose  of  this  subsection — 

"(A)  the  term  'benefit  computation  year'  has  the  meaning  pro- 
vided in  section  215(b)(2)(B)(i)  of  the  Social  Security  Act; 

"(B)  the  term  'average  total  wages  of  all  workers',  for  a  year, 
means  the  average  of  the  total  wages,  as  defined  and  computed 
under  section  215(b)(3)(A)(ii)(I)  of  the  Social  Security  Act  for 
such  year;  and 

"(C)  the  term  'service'  does  not  include  military  service. 
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"(c)  An  amount  under  this  section  shall,  for  purposes  of  section 
8467,  be  treated  in  the  same  way  as  an  amount  computed  under  sec- 
tion 8415. 

"§  8421a.  Reductions  on  account  of  earnings  from  work  performed 
while  entitled  to  an  annuity  supplement 

"(a)  The  amount  of  the  annuity  supplement  to  which  an  individ- 
ual is  entitled  under  section  8421  for  any  month  (determined  with- 
out regard  to  subsection  (c)  of  such  section)  shall  be  reduced  by  the 
amount  of  any  excess  earnings  of  such  individual  which  are  re- 
quired to  be  charged  to  such  supplement  for  such  month,  as  deter- 
mined under  subsection  (b). 

"(b)  The  amount  of  an  individual's  excess  earnings  shall  be 
charged  to  months  as  follows: 

"(1)(A)  There  shall  be  charged  to  each  month  of  a  year  under 
subsection  (a)  an  amount  equal  to  the  individual's  excess  earn- 
ings (as  determined  under  paragraph  (2)  with  respect  to  such 
year),  divided  by  the  number  of  the  individual's  supplement  en- 
titlement months  for  such  year  (as  determined  under  paragraph 
(3)). 

"(B)  Notwithstanding  subparagraph  (A),  the  amount  charged 
to  a  month  under  subsection  (a)  may  not  exceed  the  amount  of 
the  annuity  supplement  to  which  the  individual  is  entitled 
under  section  8421  for  such  month  (determined  without  regard 
to  subsection  (c)  of  such  section). 

"(2)  The  excess  earnings  based  on  which  reductions  under 
subsection  (a)  shall  be  made  with  respect  to  an  individual  in  a 
year— 

"(A)  shall  be  equal  to  50  percent  of  so  much  of  such  indi- 
vidual's earnings  for  the  immediately  preceding  year  as  ex- 
ceeds the  applicable  exempt  amount  for  such  preceding 
year;  but 

"(B)  may  not  exceed  the  total  amount  of  the  annuity  sup- 
plement payments  to  which  such  individual  was  entitled 
for  such  preceding  year  under  section  8421  (determined 
without  regard  to  subsection  (c)  of  such  section,  and  with- 
out regard  to  this  section). 
"(3)(A)  Subject  to  subparagraph  (B),  the  number  of  an  indi- 
vidual's supplement  entitlement  months  for  a  year  shall  be  12. 

"(B)  The  number  determined  under  subparagraph  (A)  shall  be 
reduced  so  as  not  to  include  any  month  after  which  such  indi- 
vidual ceases  to  be  entitled  to  an  annuity  supplement  by  reason 
of  section  8421(a)(3)(B),  relating  to  cessation  of  entitlement  upon 
attaining  age  62. 

"(4)(A)  For  purposes  of  this  section,  and  except  as  provided  in 
subparagraph  (B),  the  'earnings'  and  the  'applicable  exempt 
amount'  of  an  individual  shall  be  determined  in  a  manner  con- 
sistent with  applicable  provisions  of  section  203  of  the  Social 
Security  Act. 

"(B)  For  purposes  of  this  section — 

"(i)  in  determining  the  excess  earnings  of  any  individual, 
only  earnings  attributable  to  periods  during  which  such  in- 
dividual was  entitled  to  an  annuity  supplement  under  sec- 
tion 8421  shall  be  considered;  and 
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"(ii)  any  earnings  attributable  to  a  period  before  attain- 
ing the  applicable  retirement  age  under  section  8412(h) 
shall  not  be  considered  in  determining  the  excess  earnings 
of  an  individual  who  retires  under  section  8412(d)  or  (e),  or 
section  8414(c). 

"(c)  If  after  an  individual  ceases  to  be  entitled  to  an  annuity  sup- 
plement under  section  8421  by  reason  of  subsection  (a)(3)(B)  of  such 
section,  any  portion  of  the  individual's  excess  earnings  remains  out- 
standing, an  amount  not  to  exceed  25  percent  of  the  amount  other- 
wise payable  to  such  individual  under  this  chapter  for  each  month 
shall  be  deducted  from  such  monthly  payment  until  the  full  amount 
of  that  outstanding  portion  has  been  accounted  for.  To  the  extent 
practicable,  reductions  under  this  subsection  shall  be  made  by  a 
level  percentage. 

"(d)  The  Office  shall  prescribe  regulations  under  which  this  sec- 
tion shall  be  applied  in  the  case  of  a  reemployed  annuitant. 

"§  8422.  Deductions  from  pay;  contributions  for  military  service 

"(a)(1)  The  employing  agency  shall  deduct  and  withhold  from 
basic  pay  of  each  employee  and  Member  a  percentage  of  basic  pay 
determined  in  accordance  with  paragraph  (2). 

"(2)  The  applicable  percentage  under  this  subsection  for  any  pay 
period  shall  be — 

"(A)  in  the  case  of  an  employee  (other  than  a  law  enforcement 
officer,  firefighter,  air  traffic  controller,  or  Congressional  em- 
ployee) a  percentage  equal  to — 
"(i)  7  percent,  minus 

"(ii)  the  percentage  then  in  effect  under  section  3101(a)  of 
the  Internal  Revenue  Code  of  1954  (relating  to  rate  of  tax 
for  old-age,  survivors,  and  disability  insurance);  and 
"(B)  in  the  case  of  a  Member,  law  enforcement  officer,  fire- 
fighter, air  traffic  controller,  or  Congressional  employee,  a  per- 
centage equal  to — 

"(i)  7V2  percent,  minus 

"(ii)  the  same  percentage  as  would  apply  in  the  case  of  an 
employee  under  subparagraph  (A)(ii). 

"(b)  Each  employee  or  Member  is  deemed  to  consent  and  agree  to 
the  deductions  under  subsection  (a).  Notwithstanding  any  law  or 
regulation  affecting  the  pay  of  an  employee  or  Member,  payment  less 
such  deductions  is  a  full  and  complete  discharge  and  acquittance  of 
all  claims  and  demands  for  regular  services  during  the  period  cov- 
ered by  the  payment,  except  the  right  to  any  benefits  under  this  sub- 
chapter, or  under  subchapter  IV  or  V  of  this  chapter,  based  on  the 
service  of  the  employee  or  Member. 

"(c)  The  amounts  deducted  and  withheld  under  this  section  shall 
be  deposited  in  the  Treasury  of  the  United  States  to  the  credit  of  the 
Fund  under  such  procedures  as  the  Comptroller  General  of  the 
United  States  may  prescribe. 

"(d)  Under  such  regulations  as  the  Office  may  prescribe,  amounts 
deducted  under  subsection  (a)  shall  be  entered  on  individual  retire- 
ment records. 

"(e)(1)  Each  employee  or  Member  who  has  performed  military  serv- 
ice before  the  date  of  the  separation  on  which  the  entitlement  to  any 
annuity  under  this  subchapter,  or  subchapter  V  of  this  chapter,  is 
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based  may  pay,  in  accordance  with  such  regulations  as  the  Office 
shall  issue,  to  the  agency  by  which  the  employee  is  employed,  or,  in 
the  case  of  a  Member  or  a  Congressional  employee,  to  the  Secretary 
of  the  Senate  or  the  Clerk  of  the  House  of  Representatives,  as  appro- 
priate, an  amount  equal  to  3  percent  of  the  amount  of  the  basic  pay 
paid  under  section  204  of  title  37  to  the  employee  or  Member  for 
each  period  of  military  service  after  December  1956.  The  amount  of 
such  payments  shall  be  based  on  such  evidence  of  basic  pay  for  mili- 
tary service  as  the  employee  or  Member  may  provide,  or  if  the  Office 
determines  sufficient  evidence  has  not  been  so  provided  to  adequate- 
ly determine  basic  pay  for  military  service,  such  payment  shall  be 
based  on  estimates  of  such  basic  pay  provided  to  the  Office  under 
paragraph  (4). 

"(2)  Any  deposit  made  under  paragraph  (1)  more  than  two  years 
after  the  later  of— 

"(A)  January  1,  1987;  or 

"(B)  the  date  on  which  the  employee  or  Member  making  the 
deposit  first  becomes  an  employee  or  Member, 
shall  include  interest  on  such  amount  computed  and  compounded 
annually  beginning  on  the  date  of  the  expiration  of  the  two-year 
period.  The  interest  rate  that  is  applicable  in  computing  interest  in 
any  year  under  this  paragraph  shall  be  equal  to  the  interest  rate 
that  is  applicable  for  such  year  under  section  8334(e). 

"(3)  Any  payment  received  by  an  agency,  the  Secretary  of  the 
Senate,  or  the  Clerk  of  the  House  of  Representatives  under  this  sub- 
section shall  be  immediately  remitted  to  the  Office  for  deposit  in  the 
Treasury  of  the  United  States  to  the  credit  of  the  Fund. 

"(4)  The  Secretary  of  Defense,  the  Secretary  of  Transportation,  the 
Secretary  of  Commerce,  or  the  Secretary  of  Health  and  Human  Serv- 
ices, as  appropriate,  shall  furnish  such  information  to  the  Office  as 
the  Office  may  determine  to  be  necessary  for  the  administration  of 
this  subsection. 

"§  8423.  Government  contributions 

(t(a)(l)  Each  employing  agency  having  any  employees  or  Members 
subject  to  section  8422(a)  shall  contribute  to  the  Fund  an  amount 
equal  to  the  sum  of— 

"(A)  the  product  of— 

"(i)  the  normal-cost  percentage,  as  determined  for  employ- 
ees (other  than  employees  covered  by  subparagraph  (B)), 
multiplied  by 

"(ii)  the  aggregate  amount  of  basic  pay  payable  by  the 
agency,  for  the  period  involved,  to  employees  (under  clause  (i)) 
who  are  within  such  agency;  and 
"(B)  the  product  of— 

"(i)  the  normal-cost  percentage,  as  determined  for  Mem- 
bers, Congressional  employees,  law  enforcement  officers,  fire- 
fighters, air  traffic  controllers,  military  reserve  technicians, 
and  employees  under  sections  302  and  303  of  the  Central 
Intelligence  Agency  Retirement  Act  of  1964  for  Certain  Em- 
ployees, multiplied  by 

"(ii)  the  aggregate  amount  of  basic  pay  payable  by  the 
agency,  for  the  period  involved,  to  employees  and  Members 
(under  clause  (i))  who  are  within  such  agency. 
"(2)  In  determining  any  normal-cost  percentage  to  be  applied 
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under  this  subsection,  amounts  provided  for  under  section  8422 
shall  be  taken  into  account 

"(3)  Contributions  under  this  subsection  shall  be  paid — 

"(A)  in  the  case  of  law  enforcement  officers,  firefighters,  air 
traffic  controllers,  military  reserve  technicians,  and  other  em- 
ployees, from  the  appropriation  or  fund  used  to  pay  such  law 
enforcement  officers,  firefighters,  air  traffic  controllers,  military 
reserve  technicians,  or  other  employees,  respectively; 

"(B)  in  the  case  of  elected  officials,  from  an  appropriation  or 
fund  available  for  payment  of  other  salaries  of  the  same  office 
or  establishment;  and 

"(C)  in  the  case  of  employees  of  the  legislative  branch  paid  by 
the  Clerk  of  the  House  of  Representatives,  from  the  contingent 
fund  of  the  House. 
"(4)  A  contribution  to  the  Fund  under  this  subsection  shall  be  de- 
posited under  such  procedures  as  the  Comptroller  General  of  the 
United  States  may  prescribe. 

"(b)(1)  The  Office  shall  compute — 

"(A)  the  amount  of  the  supplemental  liability  of  the  Fund 
with  respect  to  individuals  other  than  those  to  whom  subpara- 
graph (B)  relates,  and 

"(B)  the  amount  of  the  supplemental  liability  of  the  Fund 
with  respect  to  current  or  former  employees  of  the  United  States 
Postal  Service  (and  the  Postal  Rate  Commission)  and  their  sur- 
vivors; 

as  of  the  close  of  each  fiscal  year  beginning  after  September  30, 

1987. 

"(2)  The  amount  of  any  supplemental  liability  computed  under 
paragraph  (1)(A)  or  (1)(B)  shall  be  amortized  in  30  equal  annual  in- 
stallments, with  interest  computed  at  the  rate  used  in  the  most 
recent  valuation  of  the  System. 

"(3)  At  the  end  of  each  fiscal  year,  the  Office  shall  notify — 

"(A)  the  Secretary  of  the  Treasury  of  the  amount  of  the  in- 
stallment computed  under  this  subsection  for  such  year  with  re- 
spect to  individuals  under  paragraph  (1)(A);  and 

"(B)  the  Postmaster  General  of  the  United  States  of  the 
amount  of  the  installment  computed  under  this  subsection  for 
such  year  with  respect  to  individuals  under  paragraph  (1)(B). 
"(4)(A)  Before  closing  the  accounts  for  a  fiscal  year,  the  Secretary 
of  the  Treasury  shall  credit  to  the  Fund,  as  a  Government  contribu- 
tion, out  of  any  money  in  the  Treasury  of  the  United  States  not  oth- 
erwise appropriated,  the  amount  under  paragraph  (3)(A)  for  such 
year. 

"(B)  Upon  receiving  notification  under  paragraph  (3)(B),  the 
United  States  Postal  Service  shall  pay  the  amount  specified  in  such 
notification  to  the  Fund. 

"(5)  For  the  purpose  of  carrying  out  paragraph  (1)  with  respect  to 
any  fiscal  year,  the  Office  may — 

"(A)  require  the  Board  of  Actuaries  of  the  Civil  Service  Re- 
tirement System  to  make  actuarial  determinations  and  valu- 
ations, make  recommendations,  and  maintain  records  in  the 
same  manner  as  provided  in  section  8347(f);  and 

"(B)  use  the  latest  actuarial  determinations  and  valuations 
made  by  such  Board  of  Actuaries. 
"(c)  Under  regulations  prescribed  by  the  Office,  the  head  of  an 
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agency  may  request  reconsideration  of  any  amount  determined  to  be 
payable  with  respect  to  such  agency  under  subsection  (a)  or  (b).  Any 
such  request  shall  be  referred  to  the  Board  of  Actuaries  of  the  Civil 
Service  Retirement  System.  The  Board  of  Actuaries  shall  review  the 
computations  of  the  Office  and  may  make  any  adjustment  with  re- 
spect to  any  such  amount  which  the  Board  determines  appropriate. 
A  determination  by  the  Board  of  Actuaries  under  this  subsection 
shall  be  final. 

"§8424.  Lump-sum  benefits;  designation  of  beneficiary;  order  of 
precedence 

"(a)  Subject  to  subsection  (b),  an  employee  or  Member  who — 

"(1)(A)  is  separated  from  the  service  for  at  least  31  consecutive 
days;  or 

"(B)  is  transferred  to  a  position  in  which  the  individual  is 
not  subject  to  this  chapter  and  remains  in  such  a  position  for  at 
least  31  consecutive  days; 

"(2)  files  an  application  with  the  Office  for  payment  of  the 
lump-sum  credit; 

"(3)  is  not  reemployed  in  a  position  in  which  the  individual  is 
subject  to  this  chapter  at  the  time  of  filing  the  application;  and 
"(4)  will  not  become  eligible  to  receive  an  annuity  within  31 
days  after  filing  the  application; 
is  entitled  to  be  paid  the  lump-sum  credit.  Except  as  provided  in  sec- 
tion 8420a,  payment  of  the  lump-sum  credit  to  an  employee  or 
Member  voids  all  annuity  rights  under  this  subchapter,  and  sub- 
chapters IV  and  V  of  this  chapter,  based  on  the  service  on  which 
the  lump-sum  credit  is  based. 

"(b)(1)  Payment  of  the  lump-sum  credit  under  subsection  (a) — 

"(A)  may  be  made  only  if  any  current  spouse  and  any  former 
spouse  of  the  employee  or  Member  are  notified  of  the  applica- 
tion by  the  employee  or  Member;  and 

"(B)  in  any  case  in  which  there  is  a  former  spouse,  shall  be 
subject  to  the  terms  of  a  court  decree  of  divorce,  annulment,  or 
legal  separation  issued  with  respect  to  such  former  spouse  if— 
'  (i)  the  decree  expressly  relates  to  any  portion  of  the 
lump-sum  credit  involved;  and 

"(ii)  payment  of  the  lump-sum  credit  would  affect  any 
right  or  interest  of  the  former  spouse  with  respect  to  a  sur- 
vivor annuity  under  section  8445,  or  to  any  portion  of  an 
annuity  under  section  8467. 
"(2)(A)  Notification  of  a  spouse  or  former  spouse  under  this  sub- 
section shall  be  made  in  accordance  with  such  requirements  as  the 
Office  shall  by  regulation  prescribe. 

"(B)  Under  the  regulations,  the  Office  may  provide  that  para- 
graph (1)(A)  may  be  waived  with  respect  to  a  spouse  or  former 
spouse  if  the  employee  or  Member  establishes  to  the  satisfaction  of 
the  Office  that  the  whereabouts  of  such  spouse  or  former  spouse 
cannot  be  determined. 

"(3)  The  Office  shall  prescribe  regulations  under  which  this  sub- 
section shall  be  applied  in  any  case  in  which  the  Office  receives  two 
or  more  orders  or  decrees  referred  to  in  paragraph  (l)(B)(i). 

"(c)  Under  regulations  prescribed  by  the  Office,  an  employee  or 
Member,  or  a  former  employee  or  Member,  may  designate  one  or 
more  beneficiaries  under  this  section. 

"(d)  Lump-sum  benefits  authorized  by  subsections  (e)  through  (g) 
shall  be  paid  to  the  individual  or  individuals  surviving  the  employ- 
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ee  or  Member  and  alive  at  the  date  title  to  the  payment  arises  in  the 
following  order  of  precedence,  and  the  payment  bars  recovery  by  any 
other  individual: 

"First,  to  the  beneficiary  or  beneficiaries  designated  by  the 
employee  or  Member  in  a  signed  and  witnessed  writing  received 
in  the  Office  before  the  death  of  such  employee  or  Member.  For 
this  purpose,  a  designation,  change,  or  cancellation  of  benefici- 
ary in  a  will  or  other  document  not  so  executed  and  filed  has 
no  force  or  effect. 

"Second,  if  there  is  no  designated  beneficiary,  to  the  widow  or 
widower  of  the  employee  or  Member. 

"Third,  if  none  of  the  above,  to  the  child  or  children  of  the 
employee  or  Member  and  descendants  of  deceased  children  by 
representation. 

"Fourth,  if  none  of  the  above,  to  the  parents  of  the  employee 
or  Member  or  the  survivor  of  them. 

"Fifth,  if  none  of  the  above,  to  the  duly  appointed  executor  or 
administrator  of  the  estate  of  the  employee  or  Member. 

"Sixth,  if  none  of  the  above,  to  such  other  next  of  kin  of  the 
employee  or  Member  as  the  Office  determines  to  be  entitled 
under  the  laws  of  the  domicile  of  the  employee  or  Member  at 
the  date  of  death  of  the  employee  or  Member. 
For  the  purpose  of  this  subsection,  'child'  includes  a  natural  child 
and  an  adopted  child,  but  does  not  include  a  stepchild. 

"(e)  If  an  employee  or  Member,  or  former  employee  or  Member, 
dies — 

"(1)  without  a  survivor,  or 

"(2)  with  a  survivor  or  survivors  and  the  right  of  all  survivors 
under  subchapter  IV  terminates  before  a  claim  for  survivor  an- 
nuity under  such  subchapter  is  filed, 
the  lump-sum  credit  shall  be  paid. 

"(f)  If  all  annuity  rights  under  this  chapter  (other  than  under 
subchapter  III  of  this  chapter)  based  on  the  service  of  a  deceased 
employee  or  Member  terminate  before  the  total  annuity  paid  equals 
the  lump-sum  credit,  the  difference  shall  be  paid. 

"(g)  If  an  annuitant  dies,  annuity  accrued  and  unpaid  shall  be 
paid. 

"(h)  Annuity  accrued  and  unpaid  on  the  termination,  except  by 
death,  of  the  annuity  of  an  annuitant  or  survivor  shall  be  paid  to 
that  individual.  Annuity  accrued  and  unpaid  on  the  death  of  a  sur- 
vivor shall  be  paid  in  the  following  order  of  precedence,  and  the 
payment  bars  recovery  by  any  other  person: 

"First,  to  the  duly  appointed  executor  or  administrator  of  the 
estate  of  the  survivor. 

"Second,  if  there  is  no  executor  or  administrator,  payment 
may  be  made,  after  30  days  from  the  date  of  death  of  the  survi- 
vor, to  such  next  of  kin  of  the  survivor  as  the  Office  determines 
to  be  entitled  under  the  laws  of  the  domicile  of  the  survivor  at 
the  date  of  death. 

"§  8425.  Mandatory  separation 

"(a)  An  air  traffic  controller  who  is  otherwise  eligible  for  immedi- 
ate retirement  under  section  8412(e)  shall  be  separated  from  the 
service  on  the  last  day  of  the  month  in  which  that  air  traffic  con- 
troller becomes  56  years  of  age  or  completes  20  years  of  service  if 
then  over  that  age.  The  Secretary,  under  such  regulations  as  the  Sec- 
retary may  prescribe,  may  exempt  a  controller  having  exceptional 
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skills  and  experience  as  a  controller  from  the  automatic  separation 
provisions  of  this  subsection  until  that  controller  becomes  61  years 
of  age.  The  Secretary  shall  notify  the  controller  in  writing  of  the 
date  of  separation  at  least  60  days  before  that  date.  Action  to  sepa- 
rate the  controller  is  not  effective,  without  the  consent  of  the  con- 
troller, until  the  last  day  of  the  month  in  which  the  60-day  notice 
expires. 

"(b)  A  law  enforcement  officer  or  firefighter  who  is  otherwise  eli- 
gible for  immediate  retirement  under  section  8412(d)  shall  be  sepa- 
rated from  the  service  on  the  last  day  of  the  month  in  which  that 
law  enforcement  officer  or  firefighter  becomes  55  years  of  age  or 
completes  20  years  of  service  if  then  over  that  age.  If  the  head  of  the 
agency  judges  that  the  public  interest  so  requires,  that  agency  head 
may  exempt  such  an  employee  from  automatic  separation  under  this 
subsection  until  that  employee  becomes  60  years  of  age.  The  employ- 
ing office  shall  notify  the  employee  in  writing  of  the  date  of  separa- 
tion at  least  60  days  before  that  date.  Action  to  separate  the  employ- 
ee is  not  effective,  without  the  consent  of  the  employee,  until  the  last 
day  of  the  month  in  which  the  60-day  notice  expires. 

"(c)  The  President,  by  Executive  order,  may  exempt  an  employee 
from  automatic  separation  under  this  section  if  the  President  deter- 
mines the  public  interest  so  requires. 

"SUBCHAPTER  III— THRIFT  SA  VINGS  PLAN 
"§8431.  Definition 

"Notwithstanding  section  8401  of  this  title,  for  the  purpose  of  this 
subchapter,  the  term  'basic  pay\  when  used  with  respect  to  an  em- 
ployee or  Member,  means  the  basic  pay  of  the  employee  or  Member 
established  pursuant  to  law,  without  regard  to  any  provision  of  law 
(except  sections  5308  and  5382(b)  of  this  title)  limiting  the  rate  of 
pay  actually  payable  in  any  pay  period  (including  any  provision  of 
law  restricting  the  use  of  appropriated  funds). 

"§8432.  Contributions 

"(a)  An  employee  or  Member  may  contribute  to  the  Thrift  Savings 
Fund  in  any  pay  period,  pursuant  to  an  election  under  subsection 
(b)(1),  an  amount  not  to  exceed  10  percent  of  such  individual's  basic 
pay  for  such  period.  Contributions  made  under  this  subsection 
during  any  6-month  period  for  which  an  election  period  is  provided 
under  subsection  (b)(1)  shall  be  made  each  pay  period  during  such  6- 
month  period  pursuant  to  a  program  of  regular  contributions  pro- 
vided in  regulations  prescribed  by  the  Executive  Director. 

"(b)(1)(A)  The  Executive  Director  shall  prescribe  regulations  under 
which  employees  and  Members  shall  be  afforded  a  reasonable  period 
every  6  months  to  elect  to  make  contributions  under  subsection  (a), 
to  modify  the  amount  to  be  contributed  under  such  subsection,  or  to 
terminate  such  contributions.  An  election  to  make  such  contribu- 
tions shall  remain  in  effect  until  modified  or  terminated. 

"(B)  The  amount  to  be  contributed  pursuant  to  an  election  under 
subparagraph  (A)  shall  be  the  percentage  of  basic  pay  or  amount 
designated  by  the  employee  or  Member. 

"(2)  Under  the  regulations — 
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"(A)  an  employee  or  Member  who  has  not  previously  been  eli- 
gible to  make  an  election  under  this  subsection  shall  not  become 
so  eligible  until  the  second  period  (described  in  paragraph  (1)) 
beginning  after  the  date  of  commencing  service  as  an  employee 
or  Member; 

"(B)  an  employee  or  Member  whose  appointment  or  election  to 
a  position  or  office  in  the  Federal  Government  follows  a  previ- 
ous period  of  service  during  which  that  individual  met  the  re- 
quirements of  subparagraph  (A)  shall  be  eligible  to  make  an 
election  under  this  subsection  notwithstanding  any  period  of 
separation; 

"(C)  an  employee  or  Member  who  elects  under  subparagraph 
(D)  to  terminate  contributions  shall  not  again  become  eligible  to 
make  an  election  under  this  subsection  until  the  second  period 
(described  in  paragraph  (1))  commencing  after  the  election  to 
terminate;  and 

"(D)  an  election  to  terminate  may  be  made  under  this  sub- 
paragraph at  any  time  other  than  during  a  period  afforded 
under  paragraph  (1). 
"(3)  Notwithstanding  paragraph  (2)(A),  an  employee  or  Member 
who  elects  to  become  subject  to  this  chapter  under  section  301  of  the 
Federal  Employees'  Retirement  System  Act  of  1986  may  make  the 
first  election  for  the  purpose  of  subsection  (a)  during  the  period  pre- 
scribed for  such  purpose  by  the  Executive  Director.  The  period  pre- 
scribed by  the  Executive  Director  shall  commence  on  the  date  on 
which  the  employee  or  Member  makes  the  election  to  become  subject 
to  this  chapter. 

"(c)(1)  At  the  end  of  the  pay  period  that  includes  the  first  date  on 
which  an  employee  or  Member  may  make  contributions  under  sub- 
section (a)  (without  regard  to  whether  the  employee  or  Member  has 
elected  to  make  such  contributions  during  such  pay  period),  and  at 
the  end  of  each  succeeding  pay  period,  the  employing  agency  shall 
contribute  to  the  Thrift  Savings  Fund  for  the  benefit  of  such  em- 
ployee or  Member  the  amount  equal  to  1  percent  of  the  basic  pay  of 
such  employee  or  Member  for  such  pay  period. 

"(2)(A)  In  addition  to  contributions  made  under  paragraph  (1),  the 
employing  agency  of  an  employee  or  Member  who  contributes  to  the 
Thrift  Savings  Fund  under  subsection  (a)  for  any  pay  period  shall 
make  a  contribution  to  the  Thrift  Savings  Fund  for  the  benefit  of 
such  employee  or  Member.  The  employing  agency  s  contribution 
shall  be  made  at  the  end  of  such  pay  period. 

"(B)  The  amount  contributed  under  subparagraph  (A)  by  an  em- 
ploying agency  with  respect  to  a  contribution  of  an  employee  or 
Member  during  any  pay  period  shall  be  the  amount  equal  to  the 
sum  of— 

"(i)  such  portion  of  the  total  amount  of  the  employees  or 
Members  contribution  as  does  not  exceed  3  percent  of  such  em- 
ployee's or  Members  basic  pay  for  such  period;  and 

"(ii)  one-half  of  such  portion  of  the  amount  of  the  employees 
or  Members  contribution  as  exceeds  3  percent,  but  does  not 
exceed  5  percent,  of  such  employees  or  Members  basic  pay  for 
such  pay  period. 
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"(3XA)  There  shall  be  contributed  to  the  Thrift  Savings  Fund  on 
behalf  of  each  employee  or  Member  described  in  subparagraph  (B) 
the  amount  determined  under  subparagraph  (C). 

"(B)  An  employee  or  Member  referred  to  in  subparagraph  (A)  is  an 
employee  or  Member  who — 

"(i)  is  an  employee  or  Member  on  January  1,  1987; 
"(ii)  has  creditable  service  described  in  section  8411(b)(2)  of 
this  title;  and 

"(Hi)  has  not  received  a  refund  of  the  amount  of  the  retire- 
ment deductions  made  with  respect  to  such  service  under  section 
204  of  the  Federal  Employees'  Retirement  Contribution  Tempo- 
rary Adjustment  Act  of  1983. 
"(C)  The  amount  referred  to  in  subparagraph  (A)  in  the  case  of  an 
employee  or  Member  is  equal  to  the  sum  of— 

"(i)  1  percent  of  the  total  basic  pay  paid  to  such  employee  or 
Member  for  service  described  in  section  8411(b)(2)  of  this  title; 
and 

"(ii)  interest  on  such  amount  computed  with  respect  to  such 
service  in  the  manner  provided  in  paragraphs  (2)  and  (3)  of  sec- 
tion 8334(e)  of  this  title. 

"(D)  The  Secretary  of  the  Treasury  shall  credit  to  the  Thrift  Sav- 
ings Fund,  out  of  any  sums  in  the  Treasury  not  otherwise  appropri- 
ated, the  amounts  determined  by  the  Director  to  be  necessary  to 
carry  out  this  paragraph. 

"(d)  Notwithstanding  any  other  provision  of  this  section,  no  con- 
tribution may  be  made  under  this  section  for  any  year  to  the  extent 
that  such  contribution,  when  added  to  prior  contributions  for  such 
year,  exceeds  any  limitation  under  section  415  of  the  Internal  Reve- 
nue Code  of  1954- 

"(e)  The  sums  required  to  be  contributed  to  the  Thrift  Savings 
Fund  by  an  employing  agency  under  subsection  (c)  for  the  benefit  of 
an  employee  or  Member  shall  be  paid  from  the  appropriation  or 
fund  available  to  such  agency  for  payment  of  salaries  of  the  employ- 
ee's or  Member's  office  or  establishment.  When  an  employee  or 
Member  in  the  legislative  branch  is  paid  by  the  Clerk  of  the  House 
of  Representatives,  the  Clerk  may  pay  from  the  contingent  fund  of 
the  House  of  Representatives  the  contribution  that  otherwise  would 
be  contributed  from  the  appropriation  or  fund  used  to  pay  the  em- 
ployee or  Member. 

"(f)  Amounts  contributed  by  an  employee  or  Member  under  subsec- 
tion (a)  and  amounts  contributed  with  respect  to  such  employee  or 
Member  under  subsection  (c)  shall  be  deposited  in  the  Thrift  Sav- 
ings Fund  to  the  credit  of  that  employee's  or  Member's  account  in 
accordance  with  such  procedures  as  the  Comptroller  General  of  the 
United  States  may,  in  consultation  with  the  Executive  Director,  pre- 
scribe in  regulations. 

"(gXD  Except  as  provided  in  paragraphs  (2)  and  (3),  all  contribu- 
tions made  under  this  section  shall  be  fully  nonforfeitable  when 
made. 

"(2)  Contributions  made  for  the  benefit  of  an  employee  under  sub- 
section (c)(1)  and  all  earnings  attributable  to  such  contributions 
shall  be  forfeited  if  the  employee  separates  from  Government  em- 
ployment before  completing — 
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"(A)  2  years  of  civilian  service  in  the  case  of  an  employee  who, 
at  the  time  of  separation,  is  serving  in — 

"(i)  a  position  in  the  Senior  Executive  Service  as  a  nonca- 
reer  appointee  (as  defined  in  section  3132(a)(7)  of  this  title); 

"(ii)  a  position  listed  in  section  5312,  5313,  5314,  5315,  or 
5316  of  this  title  or  a  position  placed  in  level  IV  or  V  of  the 
Executive  Schedule  under  section  5317  of  this  title;  or 

il(iii)  a  position  in  the  Executive  branch  which  is  except- 
ed from  the  competitive  service  by  the  Office  by  reason  of 
the  confidential  and  policy-determining  character  of  the  po- 
sition; or 

"(B)  3  years  of  civilian  service  in  the  case  of  an  employee  who 
is  not  serving  in  a  position  described  in  subparagraph  (A)  at  the 
time  of  separation. 
"(3)  Contributions  made  for  the  benefit  of  a  Member  or  Congres- 
sional employee  under  subsection  (c)(1)  and  all  earnings  attributable 
to  such  contributions  shall  be  forfeited  if  the  Member  or  Congres- 
sional employee  separates  from  Government  employment  before  com- 
pleting 2  years  of  civilian  service. 

"(h)  No  transfers  or  contributions  may  be  made  to  the  Thrift  Sav- 
ings Fund  except  as  provided  in  this  chapter  or  section  8351  of  this 
title. 

"§  8433.  Benefits  and  election  of  benefits 

"(a)  An  employee  or  Member  who  separates  from  Government  em- 
ployment is  entitled  to  the  amount  of  the  balance  in  the  employees 
or  Member's  account  (except  for  the  portion  of  such  amount  forfeited 
under  section  8432(g)  of  this  title,  if  any)  as  provided  in  this  section. 

"(b)  Subject  to  section  8435  of  this  title,  any  employee  or  Member 
who  separates  from  Government  employment  entitled  to  an  immedi- 
ate annuity  under  subchapter  II  of  this  chapter,  any  employee  or 
Member  who  separates  from  Government  employment  entitled  to 
benefits  under  subchapter  I  of  chapter  81  of  this  title,  and  any  em- 
ployee or  Member  who  is  entitled  to  receive  disability  benefits  under 
subchapter  V  of  this  chapter  is  entitled  and  may  elect — 

"(1)  to  receive  an  immediate  annuity  from  the  Thrift  Savings 
Fund; 

"(2)  to  defer  the  commencement  of  the  payment  of  an  annuity 
from  the  Thrift  Savings  Fund  until  such  date  as  the  employee 
or  Member  specifies,  but  not  later  than  April  1  of  the  year  fol- 
lowing the  year  in  which  the  employee  or  Member  becomes  70V2 
years  of  age; 

"(3)  to  withdraw  the  amount  of  the  balance  in  the  employee's 
or  Member's  account  in  the  Thrift  Savings  Fund  in  one  or  more 
substantially  equal  payments  to  be  made  not  less  frequently 
than  annually  and  to  commence  before  April  1  of  the  year  fol- 
lowing the  year  in  which  the  employee  or  Member  becomes  70V2 
years  of  age;  or 

"(4)  to  transfer  the  amount  of  the  balance  in  the  employee's  or 
Member's  account  to  an  eligible  retirement  plan  as  provided  in 
subsection  (e). 

"(c)  Subject  to  section  8435  of  this  title,  any  employee  or  Member 
who  separates  from  Government  employment  entitled  to  a  deferred 
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annuity  under  subchapter  II  of  this  chapter  is  entitled  and  may 
elect — 

"(1)  to  receive  an  immediate  annuity  from  the  Thrift  Savings 
Fund; 

"(2)  to  defer  the  commencement  of  the  payment  of  an  annuity 
from  the  Thrift  Savings  Fund  until  such  date  as  the  employee 
or  Member  specifies,  but  not  later  than  April  1  of  the  year  fol- 
lowing the  year  in  which  the  employee  or  Member  becomes  70V2 
yi  irs  of  age; 

"(3)  to  withdraw  the  amount  of  the  balance  in  the  employee's 
or  Member's  account  in  the  Thrijft  Savings  Fund  in  one  or  more 
substantially  equal  payments  to  be  made  not  less  frequently 
than  annually  and  to  commence  during  any  period  which  (A) 
commences  on  or  after  the  date  on  which  payment  of  the  em- 
ployee's or  Member's  annuity  under  subchapter  II  of  this  chap- 
ter commences,  and  (B)  ends  not  later  than  April  1  of  the  year 
following  the  year  in  which  the  employee  or  Member  becomes 
70V2  years  of  age;  or 

"(4)  to  transfer  the  amount  of  the  balance  in  the  employee's  or 
Member's  account  to  an  eligible  retirement  plan  as  provided  in 
subsection  (e). 

"(d)  Subject  to  section  8435  of  this  title,  any  employee  or  Member 
who  separates  from  Government  employment  before  becoming  enti- 
tled to  a  deferred  annuity  under  subchapter  II  of  this  chapter  shall 
transfer  the  amount  of  the  balance  in  the  employee's  or  Member's 
account  to  an  eligible  retirement  plan  as  provided  in  subsection  (e). 

"(e)(1)  The  Executive  Director  shall  make  each  transfer  elected 
under  subsection  (b)(4)  or  (c)(4)  or  required  under  subsection  (d)  di- 
rectly to  an  eligible  retirement  plan  or  plans  (as  defined  in  section 
402(a)(5)(E)  of  the  Internal  Revenue  Code  of  1954)  identified  by  the 
employee,  Member,  former  employee,  or  former  Member  for  whom 
the  transfer  is  made. 

"(2)  A  transfer  may  not  be  made  for  an  employee,  Member,  former 
employee,  or  former  Member  under  paragraph  (1)  until  the  Executive 
Director  receives  from  that  individual  the  information  required  by 
the  Executive  Director  specifically  to  identify  the  eligible  retirement 
plan  or  plans  to  which  the  transfer  is  to  be  made. 

"(p(l)  Subject  to  paragraph  (3)(A)  and  subsections  (a)  and  (d)  of 
section  8435  of  this  title,  an  employee  or  Member  may  change  an 
election  previously  made  under  this  subchapter. 

"(2)  Subject  to  paragraph  (3)(B)  and  section  8435(d)  of  this  title,  a 
former  employee  or  Member  who  has  made  an  election  pursuant  to 
subsection  (b)(2)  or  (c)(2)  may  modify  the  date  specified  in  such  elec- 
tion or  in  a  previous  modification  under  this  paragraph. 

"(3)(A)  A  former  employee  or  Member  may  not  change  an  election 
under  this  section  on  or  after  the  date  on  which  a  payment  is  made 
in  accordance  with  such  election  or,  in  the  case  of  an  election  to  re- 
ceive an  annuity,  the  date  on  which  an  annuity  elected  by  the 
former  employee  or  Member  commences. 

"(B)  A  modification  of  a  date  may  not  be  made  under  paragraph 
(2)  on  or  after  such  date  and  may  not  specify  a  date  for  the  com- 
mencement of  an  annuity  earlier  than  1  month  after  the  date  on 
which  the  modification  is  submitted  to  the  Executive  Director. 
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"(g)  If  an  employee  or  Member  (or  former  employee  or  Member) 
dies  without  having  made  an  election  under  this  section  or  after 
having  elected  an  annuity  under  this  section  but  before  making  an 
election  under  section  8434  of  this  title,  an  amount  equal  to  the 
value  of  that  individual's  account  (as  of  death)  shall,  subject  to  any 
decree,  order,  or  agreement  referred  to  in  section  8435(d)(2)  of  this 
title  be  paid  in  a  manner  consistent  with  section  8424(d)  of  this 
title. 

"(h)  Unless  otherwise  elected  under  this  section,  benefits  under 
this  subchapter  shall  be  paid  as  an  annuity  commencing  for  an  em- 
ployee, Member,  former  employee,  or  former  Member  on  February  1 
of  the  year  following  the  latest  of  the  year  in  which — 

"(1)  the  employee,  Member,  former  employee,  or  former 
Member  becomes  65  years  of  age; 

"(2)  occurs  the  tenth  anniversary  of  the  year  in  which  the  em- 
ployee, Member,  former  employee,  or  former  Member  became 
subject  to  this  subchapter;  or 

"(3)  the  employee,  Member,  former  employee,  or  former 
Member  separates  from  Government  employment. 
"(i)(l)  At  any  time  after  December  31,  1987,  and  before  separation, 
an  employee  or  Member  may  apply  to  the  Board  for  permission  to 
borrow  from  the  employee's  or  Member's  account  an  amount  not  ex- 
ceeding the  value  of  that  portion  of  such  account  which  is  attributa- 
ble to  contributions  made  by  the  employee  or  Member  under  section 
8432(a)  of  this  title. 

"(2)  An  application  under  this  subsection  may  be  approved  only 
for — 

"(A)  the  purchase  of  a  primary  residence; 
"(B)  educational  expenses; 
"(C)  medical  expenses;  or 
"(D)  financial  hardship. 
"(3)  Loans  under  this  subsection  shall  be  subject  to  such  condi- 
tions as  the  Board  may  prescribe  consistent  with  section  408(b)(1)  of 
the  Employee  Retirement  Income  Security  Act  of  1974  (29  U.S.C 
1108(b)(1)).  The  conditions  shall  be  included  in  regulations  issued  by 
the  Executive  Director. 

"(4)  A  loan  may  not  be  made  under  this  subsection  to  the  extent 
that  the  loan  would  be  treated  as  a  taxable  distribution  under  sec- 
tion 72(p)  of  the  Internal  Revenue  Code  of  1954. 

"(5)  A  loan  may  not  be  made  under  this  subsection  unless  the  re- 
quirements of  section  8435(f)  of  this  title  are  satisfied. 

"§8434.  Annuities:  methods  of  payment;  election;  purchase 

"(a)(1)  The  Board  shall  prescribe  methods  of  payment  of  annuities 
under  this  subchapter. 

"(2)  The  methods  of  payment  prescribed  under  paragraph  (1)  shall 
include,  but  not  be  limited  to — 

"(A)  a  method  which  provides  for  the  payment  of  a  monthly 
annuity  only  to  an  annuitant  during  the  life  of  the  annuitant; 

"(B)  a  method  which  provides  for  the  payment  of  a  monthly 
annuity  to  an  annuitant  for  the  joint  lives  of  the  annuitant  and 
the  spouse  of  the  annuitant  and  an  appropriate  monthly  annu- 
\%  toJhe  one  of  them  who  survives  the  other  of  them  for  the 
life  of  the  survivor; 
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"(C)  a  method  described  in  subparagraph  (A)  which  provides 
annual  increases  in  the  amount  of  the  annuity  payable; 

"(D)  a  method  described  in  subparagraph  (B)  which  provides 
annual  increases  in  the  amount  of  the  annuity  payable;  and 

"(E)  a  method  which  provides  for  the  payment  of  a  monthly 
annuity — 

"(i)  to  the  annuitant  for  the  joint  lives  of  the  annuitant 
and  an  individual  who  is  designated  by  the  annuitant 
under  regulations  prescribed  by  the  Executive  Director  and 
(I)  is  a  former  spouse  of  the  annuitant,  or  (II)  has  an  insur- 
able interest  in  the  annuitant;  and 

"(ii)  to  the  one  of  them  who  survives  the  other  of  them 
for  the  life  of  the  survivor. 
"(b)  Subject  to  section  8435(c)  of  this  title,  under  such  regulations 
as  the  Executive  Director  shall  prescribe,  an  employee,  Member, 
former  employee,  or  former  Member  who  elects  under  section  8433  of 
this  title  to  receive  an  annuity  under  this  subchapter  shall  elect,  on 
or  before  the  date  on  which  the  annuity  commences,  one  of  the 
methods  of  payment  prescribed  under  subsection  (a). 

"(c)  Notwithstanding  an  elimination  of  a  method  of  payment  by 
the  Board — 

"(1)  an  employee,  Member,  former  employee,  or  former 
Member  who  is  entitled  under  section  8412  of  this  title  to  an 
immediate  annuity  not  reduced  under  section  8415(f)  of  this 
title  may  elect  the  eliminated  method  if  the  elimination  of  such 
method  became  effective  less  than  5  years  before  the  date  on 
which  the  annuity  commences;  and 

"(2)  any  other  employee,  Member,  former  employee,  or  former 
Member  may  elect  such  method  of  payment  for  amounts  contrib- 
uted by  or  on  behalf  of  the  employee,  Member,  former  employee, 
or  former  Member  under  section  8432  of  this  title  before  such 
effective  date  and  for  earnings  attributable  to  such  amounts. 
"(d)(1)  At  the  time  an  annuity  is  to  commence  under  this  subchap- 
ter, the  Executive  Director  shall  expend  the  balance  in  the  annu- 
itant's account  to  purchase  an  annuity  contract  from  any  entity 
which,  in  the  normal  course  of  its  business,  sells  and  provides  annu- 
ities. 

"(2)  The  Executive  Director  shall  assure,  by  contract  entered  into 
with  each  entity  from  which  an  annuity  contract  is  purchased 
under  paragraph  (1),  that  the  annuity  shall  be  provided  in  accord- 
ance with  the  provisions  of  this  subchapter  and  subchapter  VII  of 
this  chapter. 

"(3)  An  annuity  contract  purchased  under  paragraph  (1)  shall  in- 
clude such  terms  and  conditions  as  the  Executive  Director  requires 
for  the  protection  of  the  annuitant. 

"(4)  The  Executive  Director  shall  require,  from  each  entity  from 
which  an  annuity  contract  is  purchased  under  paragraph  (1),  a 
bond  or  proof  of  financial  responsibility  sufficient  to  protect  the  an- 
nuitant. 

"§  8435.  Protections  for  spouses  and  former  spouses 

"(a)(1)(A)  A  married  employee  or  Member  (or  former  employee  or 
Member)  may  make  an  election  under  subsection  (b)(3),  (b)(4),  (cX3), 
or  (c)(4)  of  section  8433  of  this  title  or  change  an  election  previously 
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made  under  subsection  (b)(1),  (b)(2),  (c)(1),  or  (c)(2)  of  such  section 
only  if  the  employee  or  Member  (or  former  employee  or  Member)  sat- 
isfies the  requirements  of  subparagraph  (B). 

"(B)  An  employee  or  Member  (or  former  employee  or  Member)  may 
make  an  election  or  change  referred  to  in  subparagraph  (A)  if  the 
employee  or  Member  and  the  employees  or  Members  spouse  (or  the 
former  employee  or  Member  and  the  former  employee's  or  Members 
spouse)  jointly  waive,  by  written  election,  any  right  which  the  spouse 
may  have  to  a  survivor  annuity  with  respect  to  such  employee  or 
Member  (or  former  employee  or  Member)  under  section  8434  of  this 
title  or  subsection  (c). 

"(2)  Paragraph  (1)  shall  not  apply  to  an  election  or  change  of  elec- 
tion by  an  employee  or  Member  (or  former  employee  or  Member)  who 
establishes  to  the  satisfaction  of  the  Executive  Director  (at  the  time 
of  the  election  or  change  and  in  accordance  with  regulations  pre- 
scribed by  the  Executive  Director) — 

"(A)  that  the  spouses  whereabouts  cannot  be  determined;  or 
'(B)  that,  due  to  exceptional  circumstances,  requiring  the 
spouses  waiver  would  otherwise  be  inappropriate. 

"(b)(1)  Except  as  provided  in  paragraph  (2),  a  transfer  may  be 
made  by  an  employee  or  Member  (or  former  employee  or  Member) 
under  section  8433(d)  of  this  title  only  after  the  Executive  Director 
notifies  any  current  spouse  and  each  former  spouse  of  the  employee 
or  Member  (or  former  employee  or  Member),  if  any,  that  the  transfer 
is  to  be  made. 

"(2)  Paragraph  (1)  may  be  waived  with  respect  to  a  spouse  or 
former  spouse  if  the  employee  or  Member  (or  former  employee  or 
Member)  establishes  to  the  satisfaction  of  the  Executive  Director 
that  the  whereabouts  of  such  spouse  or  former  spouse  cannot  be  de- 
termined. 

"(c)(1)  Notwithstanding  any  election  under  subsection  (b)  of  sec- 
tion 8434  of  this  title,  the  method  described  in  subsection  (a)(2)(B)  of 
such  section  (or,  if  more  than  one  form  of  such  method  is  available, 
the  form  which  the  Board  determines  to  be  the  one  which  provides 
for  a  surviving  spouse  a  survivor  annuity  most  closely  approximat- 
ing the  annuity  of  a  surviving  spouse  under  section  8442  of  this 
title)  shall  be  deemed  the  applicable  method  under  such  subsection 
(b)  in  the  case  of  an  employee,  Member,  former  employee,  or  former 
Member  who  is  married  on  the  date  on  which  the  employees,  Mem- 
ber's, former  employee's,  or  former  Member's  annuity  commences 
under  this  subchapter. 

"(2)  Paragraph  (1)  shall  not  apply — 

"(A)  in  the  case  of  an  employee  or  Member  retiring  under  sec- 
tion 8412,  8413,  8414,  or  8451  of  this  title  if— 

"(i)  a  joint  waiver  of  such  method  is  made,  in  writing,  by 
the  employee  or  Member  and  the  spouse;  or 

"(ii)  the  employee  or  Member  waives  such  method,  in 
writing,  after  establishing  to  the  satisfaction  of  the  Execu- 
tive Director  that  circumstances  described  in  subsection 
(a)(2)(A)  or  (a)(2)(B)  make  the  requirement  of  a  joint  waiver 
inappropriate;  or 
"(B)  in  the  case  of  an  employee  or  Member  not  covered  by  sub- 
paragraph (A),  if  the  employee  or  Member  waives  such  method 
after — 
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"(i)  having  provided  notification  to  the  spouse  of  intent 
to  waive;  or 

"(ii)  establishing  to  the  satisfaction  of  the  Executive  Di- 
rector that  the  whereabouts  of  such  spouse  cannot  be  deter- 
mined. 

"(dXV  An  election,  change  of  election,  or  modification  of  the  com- 
mencement date  of  a  deferred  annuity  shall  not  be  effective  under 
this  subchapter  and  a  transfer  may  not  be  made  under  section 
8433(d)  of  this  title  to  the  extent  that  the  election,  change,  modifica- 
tion, or  transfer  conflicts  with  any  court  decree,  order,  or  agreement 
described  in  paragraph  (2). 

"(2)  A  court  decree,  order,  or  agreement  referred  to  in  paragraph 
(1)  is,  with  respect  to  an  employee  or  Member  (or  former  employee  or 
Member),  a  court  decree  of  divorce,  annulment,  or  legal  separation 
issued  in  the  case  of  such  employee  or  Member  (or  former  employee 
or  Member)  and  any  former  spouse  of  the  employee  or  Member  (or 
former  employee  or  Member)  or  any  court  order  or  court-approved 
property  settlement  agreement  incident  to  such  decree  if— 

"(A)  the  decree,  order,  or  agreement  expressly  relates  to  any 
portion  of  the  balance  in  the  employee  s  or  Members  (or  former 
employees  or  Member's)  account;  and 

"(B)  notice  of  the  decree,  order,  or  agreement  was  received  by 
the  Executive  Director  before — 

"(i)  the  date  on  which  payment  is  made,  or 
"(ii)  in  the  case  of  an  annuity,  the  date  on  which  the  an- 
nuity commences, 

in  accordance  with  the  election,  change,  modification,  or  contri- 
bution referred  to  in  paragraph  (1). 
"(3)  The  Executive  Director  shall  prescribe  regulations  under 
which  this  subsection  shall  be  applied  in  any  case  in  which  the  Ex- 
ecutive Director  receives  two  or  mors  decrees,  orders,  or  agreements 
referred  to  in  paragraph  (1). 

"(eXV  Subject  to  paragraphs  (2)  through  (7),  a  former  spouse  of  a 
deceased  employee  or  Member  (or  a  deceased  former  employee  or 
Member)  who  died  after  performing  18  or  more  months  of  service 
and  a  former  spouse  of  a  deceased  former  employee  or  Member  who 
died  entitled  to  an  immediate  or  deferred  annuity  under  subchapter 
II  of  this  chapter  is  entitled  to  a  survivor  annuity  under  this  subsec- 
tion if  and  to  the  extent  that — 

"(A)  an  election  under  section  8434(a)(2)(E)  of  this  title,  or 
"(B)  any  court  decree,  order,  or  agreement  (described  in  sub- 
section (d)(2),  without  regard  to  subparagraph  (B)  of  such  sub- 
section) which  relates  to  such  deceased  individual  and  such 
former  spouse, 

expressly  provides  for  such  survivor  annuity. 

"(2)  Paragraph  (1)  shall  apply  only  to  payments  made  by  the  Exec- 
utive Director  after  the  date  on  which  the  Executive  Director  re- 
ceives written  notice  of  the  election,  decree,  order,  or  agreement,  and 
such  additional  information  and  documentation  as  the  Executive 
Director  may  require. 

"(3)  The  amount  of  the  survivor  annuity  payable  from  the  Thrift 
Savings  Fund  to  a  former  spouse  of  a  deceased  employee,  Member, 
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former  employee,  or  former  Member  under  this  section  may  not 

exceed  the  excess,  if  any,  of— 

"(A)  the  amount  of  the  survivor  annuity  determined  for  a  sur- 
viving spouse  of  the  deceased  employee,  Member,  former  employ- 
ee, or  former  Member  under  the  method  described  in  subsection 
(c)(1),  over 

"(B)  the  total  amount  of  all  other  survivor  annuities  payable 
under  this  subchapter  to  other  former  spouses  of  such  deceased 
employee,  Member,  former  employee,  or  former  Member  based  on 
the  order  of  precedence  provided  in  paragraph  (4). 
"(4)  If  more  than  one  former  spouse  of  a  deceased  employee, 
Member,  former  employee,  or  former  Member  is  entitled  to  a  survi- 
vor annuity  pursuant  to  this  subsection,  the  amount  of  each  such 
survivor  annuity  shall  be  limited  appropriately  to  carry  out  para- 
graph (3)  in  the  order  of  precedence  established  for  the  entitlements 
by  the  chronological  order  of  the  dates  on  which  elections  are  prop- 
erly made  pursuant  to  section  8434(a)(2)(E)  of  this  title  and  the 
dates  on  which  the  court  decrees,  orders,  or  agreements  applicable  to 
the  entitlement  were  issued,  as  the  case  may  be. 

"(5)  Subsections  (c)  and  (d)  of  section  8445  of  this  title  shall  apply 
to  an  entitlement  of  a  former  spouse  to  a  survivor  annuity  under 
this  subsection. 

"(6)  For  the  purposes  of  this  section,  a  court  decree,  order,  or 
agreement  or  an  election  referred  to  in  subsection  (a)  of  this  section 
shall  not  be  effective,  in  the  case  of  a  former  spouse,  to  the  extent 
that  the  election  is  inconsistent  with  any  joint  waiver  previously  ex- 
ecuted with  respect  to  such  former  spouse  under  subsection  (a)(2)  or 
(c)(2). 

"(7)  Any  payment  under  this  subsection  to  any  individual  bars  re- 
covery by  any  other  individual. 

"(f)(1)(A)  A  loan  may  be  made  to  a  married  employee  or  Member 
under  section  8433(i)  of  this  title  only  if  the  employees  or  Members 
spouse  consents  to  such  loan  in  writing. 

"(B)  A  consent  under  subparagraph  (A)  shall  be  irrevocable  with 
respect  to  the  loan  to  which  the  consent  relates. 

"(C)  Subparagraph  (A)  shall  not  apply  to  a  loan  to  an  employee  or 
Member  who  establishes  to  the  satisfaction  of  the  Executive  Director 
(at  the  time  the  employee  or  Member  applies  for  such  loan  and  in 
accordance  with  regulations  prescribed  by  the  Executive  Director) — 
"(i)  that  the  spouses  whereabouts  cannot  be  determined;  or 
"(ii)  that,  due  to  exceptional  circumstances,  requiring  the  em- 
ployee or  Member  to  seek  the  spouses  consent  would  otherwise 
be  inappropriate. 
"(2)  An  application  for  a  loan  under  section  8433(i)  of  this  title 
shall  not  be  approved  if  approval  would  have  the  result  described  in 
subsection  (d)(1). 

"(g)  Waivers  and  notifications  required  by  this  section  and  waiv- 
ers of  the  requirements  for  such  waivers  and  notifications  (as  au- 
thorized by  this  section)  may  be  made  only  in  accordance  with  proce- 
dures prescribed  by  the  Executive  Director. 

"(h)  The  protections  provided  by  this  section  are  in  addition  to  the 
protections  provided  by  section  8467  of  this  title. 
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"§  8436.  Administrative  provisions 

"(a)  The  Executive  Director  shall  make  or  provide  for  payments 
and  transfers  in  accordance  with  an  election  of  an  employee  or 
Member  under  section  8433  or  8434(b)  of  this  title  or,  if  applicable, 
in  accordance  with  section  8435  of  this  title. 

"(b)  Any  election,  change  of  election,  or  modification  of  a  deferred 
annuity  commencement  date  made  under  this  subchapter  shall  be  in 
writing  and  shall  be  filed  with  the  Executive  Director  in  accordance 
with  regulations  prescribed  by  the  Executive  Director. 

"§8437.  Thrift  Savings  Fund 

"(a)  There  is  established  in  the  Treasury  of  the  United  States  a 
Thrift  Savings  Fund. 

"(b)  The  Thrift  Savings  Fund  consists  of  the  sum  of  all  amounts 
contributed  under  section  8432  of  this  title  and  all  amounts  deposit- 
ed under  section  8479(b)  of  this  title,  increased  by  the  total  net  earn- 
ings from  investments  of  sums  in  the  Thrift  Savings  Fund  or  re- 
duced by  the  total  net  losses  from  investments  of  the  Thrift  Savings 
Fund,  and  reduced  by  the  total  amount  of  payments  made  from  the 
Thrift  Savings  Fund  (including  payments  for  administrative  ex- 
penses). 

"(c)  The  sums  in  the  Thrift  Savings  Fund  are  appropriated  and 
shall  remain  available  without  fiscal  year  limitation — 
"(1)  to  invest  under  section  8438  of  this  title; 
"(2)  to  pay  benefits  or  purchase  annuity  contracts  under  this 
subchapter; 

"(3)  to  pay  the  administrative  expenses  of  the  Federal  Retire- 
ment Thrift  Investment  Management  System  prescribed  in  sub- 
chapter VII  of  this  chapter; 

"(4)  to  make  distributions  for  the  purposes  of  section  8440(b) 
of  this  title; 

"(5)  to  make  loans  to  employees  and  Members  as  authorized 
under  section  8433(i)  of  this  title;  and 

"(6)  to  purchase  insurance  as  provided  in  section  8479(b)(2)  of 
this  title. 

"(d)  Administrative  expenses  incurred  to  carry  out  this  subchapter 
and  subchapter  VII  of  this  chapter  shall  be  paid  first  out  of  any 
sums  in  the  Thrift  Savings  Fund  forfeited  under  section  8432(g)  of 
this  title  and  then  out  of  net  earnings  in  such  Fund  attributable  to 
sums  contributed  to  such  Fund  under  section  8432(c)  of  this  title. 

"(e)(1)  Subject  to  paragraphs  (2)  and  (3),  sums  in  the  Thrift  Sav- 
ings Fund  credited  to  the  account  of  an  employee,  Member,  former 
employee,  or  former  Member  may  not  be  used  for,  or  diverted  to,  pur- 
poses other  than  for  the  exclusive  benefit  of  the  employee,  Member, 
former  employee,  or  former  Member  or  his  beneficiaries  under  this 
subchapter. 

"(2)  Except  as  provided  in  paragraph  (3),  sums  in  the  Thrift  Sav- 
ings Fund  may  not  be  assigned  or  alienated  and  are  not  subject  to 
execution,  levy,  attachment,  garnishment,  or  other  legal  process.  For 
the  purposes  of  this  paragraph,  a  loan  made  from  such  Fund  to  an 
employee  or  Member  shall  not  be  considered  to  be  an  assignment  or 
alienation. 
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"(3)  Moneys  due  or  payable  from  the  Thrift  Savings  Fund  to  any 
individual  and,  in  the  case  of  an  individual  who  is  an  employee  or 
Member  (or  former  employee  or  Member),  the  balance  in  the  account 
of  the  employee  or  Member  (or  former  employee  or  Member)  shall  be 
subject  to  legal  process  for  the  enforcement  of  the  individual's  legal 
obligations  to  provide  child  support  or  make  alimony  payments  as 
provided  in  section  459  of  the  Social  Security  Act  (42  U.S.C.  659). 

"(f)  The  sums  in  the  Thrift  Savings  Fund  shall  not  be  appropri- 
ated for  any  purpose  other  than  the  purposes  specified  in  this  sec- 
tion and  may  not  be  used  for  any  other  purpose. 

"(g)  All  sums  contributed  to  the  Thrift  Savings  Fund  by  an  em- 
ployee or  Member  or  by  an  employing  agency  for  the  benefit  of  such 
employee  or  Member  and  all  net  earnings  in  such  Fund  attributable 
to  investment  of  such  sums  are  held  in  such  Fund  in  trust  for  such 
employee  or  Member. 

"§  8438.  Investment  of  Thrift  Savings  Fund 

"(a)  For  the  purposes  of  this  section — 

"(1)  the  term  'Common  Stock  Index  Investment  Fund'  means 
the  Common  Stock  Index  Investment  Fund  established  under 
subsection  (b)(1)(C); 

"(2)  the  term  'equity  capital'  means  common  and  preferred 
stock,  surplus,  undivided  profits,  contingency  reserves,  and 
other  capital  reserves; 

"(3)  the  term  'Fixed  Income  Investment  Fund'  means  the 
Fixed  Income  Investment  Fund  established  under  subsection 
(b)(1)(B); 

"(4)  the  term  'Government  Securities  Investment  Fund'  means 
the  Government  Securities  Investment  Fund  established  under 
subsection  (b)(1)(A); 

"(5)  the  term  'net  worth'  means  capital,  paid-in  and  contrib- 
uted surplus,  unassigned  surplus,  contingency  reserves,  group 
contingency  reserves,  and  special  reserves; 

"(6)  the  term  'plan'  means  an  employee  benefit  plan,  as  de- 
fined in  section  3(3)  of  the  Employee  Retirement  Income  Securi- 
ty Act  of  1974  (29  U.S.C  1002(3)); 

"(7)  the  term  'qualified  professional  asset  manager'  means — 
"(A)  a  bank,  as  defined  in  section  202(a)(2)  of  the  Invest- 
ment Advisers  Act  of  1940  (15  U.S.C  80b-2(a)(2))  which— 
"(i)  has  the  power  to  manage,  acquire,  or  dispose  of 
assets  of  a  plan;  and 

"(ii)  has,  as  of  the  last  day  of  its  latest  fiscal  year 
ending  before  the  date  of  a  determination  for  the  pur- 
pose  of  this   clause,    equity  capital   in   excess  of 
((  $1,000,000; 

"(B)  a  savings  and  loan  association,  the  accounts  of 
which  are  insured  by  the  Federal  Savings  and  Loan  Insur- 
ance Corporation,  which — 

"(i)  has  applied  for  and  been  granted  trust  powers  to 
manage,  acquire,  or  dispose  of  assets  of  a  plan  by  a 
State  or  Government  authority  having  supervision  over 
savings  and  loan  associations;  and 

"(ii)  has,  as  of  the  last  day  of  its  latest  fiscal  year 
ending  before  the  date  of  a  determination  for  the  pur- 
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pose  of  this  clause,  equity  capital  or  net  worth  in  excess 
of $1,000,000; 
"(C)  an  insurance  company  which — 

"(i)  is  qualified  under  the  laws  of  more  than  one 
State  to  manage,  acquire,  or  dispose  of  any  assets  of  a 
plan; 

"(ii)  has,  as  of  the  last  day  of  its  latest  fiscal  year 
ending  before  the  date  of  a  determination  for  the  pur- 
pose of  this  clause,  net  worth  in  excess  of  $1,000,000; 
and 

"(Hi)  is  subject  to  supervision  and  examination  by  a 
State  authority  having  supervision  over  insurance  com- 
panies; or 

"(D)  an  investment  adviser  registered  under  section  203  of 
the  Investment  Advisers  Act  of  1940  (15  U.S.C.  SOb-S)  if  the 
investment  adviser  has,  on  the  last  day  of  its  latest  fiscal 
year  ending  before  the  date  of  a  determination  for  the  pur- 
pose of  this  subparagraph,  total  client  assets  under  its  man- 
agement and  control  in  excess  of  $50,000,000,  and — 

"(i)  the  investment  adviser  has,  on  such  day,  share- 
holder's or  partner's  equity  in  excess  of  $750,000;  or 

"(ii)  payment  of  all  of  the  investment  adviser's  liabil- 
ities, including  any  liabilities  which  may  arise  by 
reason  of  a  breach  or  violation  of  a  duty  described  in 
section  8477  of  this  title,  is  unconditionally  guaranteed 
by— 

"(I)  a  person  (as  defined  in  section  8471(4)  of  this 
title)  who  directly  or  indirectly,  through  one  or 
more  intermediaries,  controls,  is  controlled  by,  or  is 
under  common  control  with  the  investment  adviser 
and  who  has,  on  the  last  day  of  the  person 's  latest 
fiscal  year  ending  before  the  date  of  a  determina- 
tion for  the  purpose  of  this  clause,  shareholder's  or 
partner's  equity  in  an  amount  which,  when  added 
to  the  amount  of  the  shareholder's  or  partner's 
equity  of  the  investment  adviser  on  such  day,  ex- 
ceeds $750,000; 

"(II)  a  qualified  professional  asset  manager  de- 
scribed in  subparagraph  (A),  (B),  or  (C);  or 

"(III)  a  broker  or  dealer  registered  under  section 
15  of  the  Securities  Exchange  Act  of  1934  (15 
U.S.C.  78o)  that  has,  on  the  last  day  of  the  broker's 
or  dealer's  latest  fiscal  year  ending  before  the  date 
of  a  determination  for  the  purpose  of  this  clause, 
net  worth  in  excess  of  $750,000;  and 
"(8)  the  term  'shareholder's  or  partner's  equity',  as  used  in 
paragraph  (7)(D)  with  respect  to  an  investment  adviser  or  a 
person  (as  defined  in  section  8471(4)  of  this  title)  who  is  affili- 
ated with  the  investment  adviser  in  a  manner  described  in 
clause  (H)(1)  of  such  paragraph  (7)(D),  means  the  equity  shown 
in  the  most  recent  balance  sheet  prepared  for  such  investment 
adviser  or  affiliated  person,  in  accordance  with  generally  ac- 
cepted accounting  principles,  within  2  years  before  the  date  on 
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which  the  investment  adviser's  status  as  a  qualified  profession- 
al asset  manager  is  determined  for  the  purposes  of  this  section. 
"(b)(1)  The  Board  shall  establish— 

"(A)  a  Government  Securities  Investment  Fund  under  which 
sums  in  the  Thrift  Savings  Fund  are  invested  in  securities  of 
the  United  States  Government  issued  as  provided  in  subsection 

(f); 

"(B)  a  Fixed  Income  Investment  Fund  under  which  sums  in 
the  Thrift  Savings  Fund  are  invested  in — 
"(i)  insurance  contracts; 
(ii)  certificates  of  deposits;  or 

(Hi)  other  instruments  or  obligations  selected  by  quali- 
fied professional  asset  managers, 
which  return  the  amount  invested  and  pay  interest,  at  a  speci- 
fied rate  or  rates,  on  that  amount  during  a  specified  period  of 
time;  and 

"(C)  a  Common  Stock  Index  Investment  Fund  as  provided  in 
paragraph  (2). 

"(2)(A)  The  Board  shall  select  an  index  which  is  a  commonly  rec- 
ognized index  comprised  of  common  stock  the  aggregate  market 
value  of  which  is  a  reasonably  complete  representation  of  the 
United  States  equity  markets. 

"(B)  The  Common  Stock  Index  Investment  Fund  shall  be  invested 
in  a  portfolio  designed  to  replicate  the  performance  of  the  index  se- 
lected under  subparagraph  (A).  The  portfolio  shall  be  designed  such 
that,  to  the  extent  practicable,  the  percentage  of  the  Common  Stock 
Index  Investment  Fund  that  is  invested  in  each  stock  is  the  same  as 
the  percentage  determined  by  dividing  the  aggregate  market  value  of 
all  shares  of  that  stock  by  the  aggregate  market  value  of  all  shares 
of  all  stocks  included  in  such  index. 

"(c)(1)  Subject  to  subsection  (e),  the  Executive  Director  shall  invest 
the  sums  available  in  the  Thrift  Savings  Fund  for  investment  as 
provided  in  elections  made  under  subsection  (d). 

"(2)  If  an  election  has  not  been  made  with  respect  to  any  sums  in 
the  Thrift  Savings  Fund  available  for  investment,  the  Executive  Di- 
rector shall  invest  such  sums  in  the  Government  Securities  Invest- 
ment Fund. 

"(d)(1)  At  least  twice  each  year,  an  employee  or  Member  (or  former 
employee  or  Member)  may  elect  the  investment  funds  referred  to  in 
subsection  (b)  into  which  the  sums  in  the  Thrift  Savings  Fund  cred- 
ited to  such  individual's  account  and  not  subject  to  subsection  (e) 
are  to  be  invested  or  reinvested. 

"(2)  An  election  may  be  made  under  paragraph  (1)  only  in  accord- 
ance with  regulations  prescribed  by  the  Executive  Director  and 
within  such  period  as  the  Executive  Director  shall  provide  in  such 
regulations. 

"(e)(1)(A)  During  each  year  specified  under  column  1  of  table  I  set 
out  in  subparagraph  (D),  the  Executive  Director  shall  invest,  with 
respect  to  each  employee,  Member,  former  employee,  and  former 
Member  not  less  than  the  percentage  determined  under  subpara- 
graph (B)  of  the  amount  described  in  subparagraph  (C)  in  the  Gov- 
ernment Securities  Investment  Fund. 

"(B)  For  the  purposes  of  subparagraph  (A),  the  minimum  percent- 
age applicable  to  investments  during  a  year  specified  under  column 
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1  of  table  I  is  the  percentage  which  corresponds  to  such  year  under 
column  2  of  table  I. 

"(C)  The  amount  to  be  invested  as  provided  in  subparagraph  (A) 
in  any  year  specified  under  column  1  of  table  I  is  the  total  amount 
contributed  to  the  Thrift  Savings  Fund  by  an  employee,  Member, 
former  employee,  or  former  Member  under  section  8432(a)  of  this 
title  and  available  for  investment  during  such  year. 

"(D)  Table  I  is  as  follows: 

"Table  I 

Column  2 
Minimum  percentage: 

  100 

  80 

  60 

  40 

  20. 

"(2XA)  During  each  year  specified  under  column  1  of  table  II  set 
out  in  subparagraph  CD),  the  Executive  Director  shall  invest,  with 
respect  to  each  employee,  Member,  former  employee,  and  former 
Member  not  less  than  the  percentage  determined  under  subpara- 
graph (B)  of  the  amount  described  in  subparagraph  (C)  in  the  Gov- 
ernment Securities  Investment  Fund. 

"(B)  For  the  purposes  of  subparagraph  (A),  the  minimum  percent- 
age applicable  to  investments  during  a  year  specified  under  column 
1  of  table  II  is  the  percentage  which  corresponds  to  such  year  under 
column  2  of  table  II. 

"(C)  The  amount  to  be  invested  as  provided  in  subparagraph  (A) 
in  any  year  specified  under  column  1  of  table  II  is  the  total  amount 
contributed  to  the  Thrift  Savings  Fund  for  the  benefit  of  an  employ- 
ee, Member,  former  employee,  or  former  Member  under  section 
8432(c)  of  this  title  and  available  for  investment  during  such  year. 

"(D)  Table  II  is  as  follows: 

"Table  II 

Column  2 
Minimum  percentage: 

  100 

  80 

  60 

  40 

  20. 

"(3XA)  Before  1992,  the  sums  invested  in  the  Government  Securi- 
ties Investment  Fund  as  required  by  paragraph  (1)  and  the  earnings 
attributable  to  the  investment  of  such  sums  may  not  be  reinvested  in 
any  investment  fund  other  than  the  Government  Securities  Invest- 
ment Fund. 

"(B)  Before  1997,  the  sums  invested  in  the  Government  Securities 
Investment  Fund  as  required  by  paragraph  (2)  and  the  earnings  at- 
tributable to  the  investment  of  such  sums  may  not  be  reinvested  in 
any  investment  fund  other  than  the  Government  Securities  Invest- 
ment Fund. 

"(f)(1)  The  Secretary  of  the  Treasury  is  authorized  to  issue  special 
interest-bearing  obligations  of  the  United  States  for  purchase  by  the 
Thrift  Savings  Fund  for  the  Government  Securities  Investment 
Fund. 


"Column  1 
Year: 
1987. 
1988. 
1989. 
1990. 
1991. 


"Column  1 
Year: 
1987-1992 

1993  

1994  

1995  

1996  
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"(2)(A)  Obligations  issued  for  the  purpose  of  this  subsection  shall 
have  maturities  fixed  with  due  regard  to  the  needs  of  such  Fund  as 
determined  by  the  Executive  Director,  and  shall  bear  interest  at  a 
rate  equal  to  the  average  market  yield  (computed  by  the  Secretary  of 
the  Treasury  on  the  basis  of  market  quotations  as  of  the  end  of  the 
calendar  month  next  preceding  the  date  of  issue  of  such  obligations) 
on  all  marketable  interest-bearing  obligations  of  the  United  States 
then  forming  a  part  of  the  public  debt  which  are  not  due  or  callable 
earlier  than  4  years  after  the  end  of  such  calendar  month. 

"(B)  Any  average  market  yield  computed  under  subparagraph  (A) 
which  is  not  a  multiple  of  one-eighth  of  1  percent,  shall  be  rounded 
to  the  nearest  multiple  of  one-eighth  of  1  percent. 

"(g)  The  Board,  other  Government  agencies,  the  Executive  Direc- 
tor, an  employee,  a  Member,  a  former  employee,  and  a  former 
Member  may  not  exercise  voting  rights  associated  with  the  owner- 
ship of  securities  by  the  Thrift  Savings  Fund. 

"§8439.  Accounting  and  information 

"(a)(1)  The  Executive  Director  shall  establish  and  maintain  an  ac- 
count for  each  individual  for  whom  contributions  are  made  under 
section  8432(c)(1)  of  this  title  or  who  makes  contributions  to  the 
Thrift  Savings  Fund  under  section  8351  of  this  title. 

"(2)  The  balance  in  an  individuals  account  at  any  time  is  the 
excess  of— 

"(A)  the  sum  of— 

"(i)  all  contributions  made  to  the  Thrift  Savings  Fund  by 
the  individual  under  section  8432(a)  or  8351  of  this  title; 

"(ii)  all  contributions  made  to  such  Fund  for  the  benefit 
of  the  individual  under  section  8432(c)  of  this  title;  and 

"(Hi)  the  total  amount  of  the  allocations  made  to  and  re- 
ductions made  in  the  account  pursuant  to  paragraph  (3), 
over 

"(B)  the  amounts  paid  out  of  the  Thrift  Savings  Fund  with 
respect  to  such  individual  under  this  subchapter. 

"(3)  Pursuant  to  regulations  prescribed  by  the  Executive  Director, 
the  Executive  Director  shall  allocate  to  each  account  an  amount 
equal  to  a  pro  rata  share  of  the  net  earnings  and  net  losses  from 
each  investment  of  sums  in  the  Thrift  Savings  Fund  attributable  to 
sums  credited  to  such  account,  reduced  by  an  appropriate  share  of 
the  administrative  expenses  paid  out  of  the  net  earnings  under  sec- 
tion 8437(d)  of  this  title,  as  determined  by  the  Executive  Director. 

"(b)(1)  For  the  purposes  of  this  subsection,  the  term  'qualified 
public  accountant'  shall  have  the  same  meaning  as  provided  in  sec- 
tion 103(a)(3)(D)  of  the  Employee  Retirement  Income  Security  Act  of 
1974  (29  U.S.C.  1023(a)(3)(D)). 

"(2)  The  Executive  Director  shall  annually  engage,  on  behalf  of 
all  individuals  for  whom  an  account  is  maintained,  an  independent 
qualified  public  accountant,  who  shall  conduct  an  examination  of 
all  accounts  and  other  books  and  records  maintained  in  the  admin- 
istration of  this  subchapter  and  subchapter  VII  as  the  public  ac- 
countant considers  necessary  to  enable  the  public  accountant  to 
make  the  determination  required  by  paragraph  (3).  The  examination 
shall  be  conducted  in  accordance  with  generally  accepted  auditing 
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standards  and  shall  involve  such  tests  of  the  accounts,  books,  and 
records  as  the  public  accountant  considers  necessary. 

"(3)  The  public  accountant  conducting  an  examination  under 
paragraph  (2)  shall  determine  whether  the  accounts,  books,  and 
records  referred  to  in  such  paragraph  have  been  maintained  in  con- 
formity with  generally  accepted  accounting  principles  applied  on  a 
basis  consistent  with  the  manner  in  which  such  principles  were  ap- 
plied during  the  examination  conducted  under  such  paragraph 
during  the  preceding  year.  The  public  accountant  shall  transmit  to 
the  Board  and  the  Comptroller  General  of  the  United  States  a 
report  on  his  examination,  including  his  determination  under  this 
paragraph. 

"(4)  In  making  a  determination  under  paragraph  (3),  a  public  ac- 
countant may  rely  on  the  correctness  of  any  actuarial  matter  certi- 
fied by  an  enrolled  actuary  if  the  public  accountant  states  his  reli- 
ance in  the  report  transmitted  to  the  Board  under  such  paragraph. 

"(c)(1)  The  Board  shall  prescribe  regulations  under  which  each  in- 
dividual for  whom  an  account  is  maintained  shall  be  furnished 
with — 

"(A)  a  periodic  statement  relating  to  the  individual's  account; 
and 

"(B)  a  summary  description  of  the  investment  options  under 
section  8438  of  this  title  covering,  and  an  evaluation  of,  each 
such  option  the  5-year  period  preceding  the  date  as  of  which 
such  evaluation  is  made. 
"(2)  Information  under  this  subsection  shall  be  provided  at  least 
30  calendar  days  before  the  beginning  of  each  election  period  under 
section  8432(b)(1)(A)  of  this  title,  and  in  a  manner  designed  to  facili- 
tate informed  decisionmaking  with  respect  to  elections  under  sec- 
tions 8432  and  8438  of  this  title. 

"(d)  Each  employee,  Member,  former  employee,  or  former  Member 
who  elects  to  invest  in  the  Common  Stock  Index  Investment  Fund  or 
the  Fixed  Income  Investment  Fund  described  in  paragraphs  (1)  and 
(3),  respectively,  of  section  8438(a)  of  this  title  shall  sign  an  ac- 
knowledgement prescribed  by  the  Executive  Director  which  states 
that  the  employee,  Member,  former  employee,  or  former  Member  un- 
derstands that  an  investment  in  either  such  Fund  is  made  at  the 
employee's,  Member's,  former  employee's,  or  former  Member's  risk, 
that  the  employee,  Member,  former  employee,  or  former  Member  is 
not  protected  by  the  Government  against  any  loss  on  such  invest- 
ment, and  that  a  return  on  such  investment  is  not  guaranteed  by 
the  Government. 

"§  8440.  Tax  treatment  of  the  Thrift  Savings  Fund 

"(a)  For  purposes  of  the  Internal  Revenue  Code  of  1954 — 

"(1)  the  Thrift  Savings  Fund  shall  be  treated  as  a  trust  de- 
scribed in  section  401(a)  of  such  Code  which  is  exempt  from  tax- 
ation under  section  501(a)  of  such  Code; 

"(2)  any  contribution  to,  or  distribution  from,  the  Thrift  Sav- 
ings Fund  shall  be  treated  in  the  same  manner  as  contributions 
to  or  distributions  from  such  a  trust;  and 

"(3)  subject  to  the  provisions  of  subsection  (b)  and  any  dollar 
limitation  on  the  application  of  section  402(a)(8)  of  such  Code, 
contributions  to  the  Thrift  Savings  Fund  shall  not  be  treated  as 
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distributed  or  made  available  to  an  employee  or  Member  nor  as 
a  contribution  made  to  the  Fund  by  an  employee  or  Member 
merely  because  the  employee  or  Member  has,  under  the  provi- 
sions of  this  subchapter  and  section  8351  of  this  title,  an  elec- 
tion whether  the  contribution  will  be  made  to  the  Thrift  Sav- 
ings Fund  or  received  by  the  employee  or  Member  in  cash. 
"(b)(1)  Subsection  (a)(3)  shall  not  apply  to  the  Thrift  Savings 
Fund  unless  the  Fund  meets  the  antidiscrimination  requirements 
(other  than  any  requirement  relating  to  coverage)  applicable  to  ar- 
rangements described  in  section  401(k)  of  the  Internal  Revenue  Code 
of  1954  and  to  matching  contributions. 

"(2)(A)  This  subchapter  shall  not  be  treated  as  failing  to  meet  the 
requirements  of  paragraph  (1)  for  any  year  if  the  amount  of  the 
excess  matching  contributions  and  excess  employee  contributions  for 
such  year  (and  any  income  attributable  to  such  contributions)  is  dis- 
tributed before  the  close  of  the  following  year.  Such  contributions 
(and  income)  may  be  distributed  without  regard  to  any  other  provi- 
sion of  law. 

"(B)  For  purposes  of  subparagraph  (A),  the  term  'excess  matching 
contributions '  means,  with  respect  to  any  year,  the  excess  of— 

"(i)  the  aggregate  amount  of  contributions  under  section 
8432(c)  of  this  title  actually  made  on  behalf  of  highly  compen- 
sated employees  (as  defined  for  purposes  of  section  401 (k)  of  the 
Internal  Revenue  Code  of  1954)  for  such  year,  over 

"(ii)  the  maximum  amount  of  such  contributions  permitted 
under  the  limitations  of  paragraph  (1)  (determined  by  reducing 
contributions  made  on  behalf  of  highly  compensated  employees 
in  order  of  the  matching  contribution  percentages  beginning 
with  the  highest  of  such  percentages). 
"(C)  For  purposes  of  subparagraph  (A),  the  amount  of  excess  em- 
ployee contributions  shall  be  determined  under  the  principles  of  sub- 
paragraph (B). 

"(D)  Any  distribution  of  the  excess  matching  contributions  or 
excess  employee  contributions  for  any  year  shall  be  made  to  highly 
compensated  employees  on  the  basis  of  the  respective  portions  of 
such  amounts  attributable  to  each  of  such  employees. 

"(E)  No  early  distribution  tax,  if  any,  under  the  Internal  Revenue 
Code  of  1954  shall  be  imposed  on  any  amount  required  to  be  distrib- 
uted under  subparagraph  (A). 

"(c)  Subsection  (a)  shall  not  be  construed  to  provide  that  any 
amount  of  the  employees  or  Members  basic  pay  which  is  contribut- 
ed to  the  Thrift  Savings  Fund  shall  not  be  included  in  the  term 
'wages '  for  the  purposes  of  section  209  of  the  Social  Security  Act  or 
section  3121(a)  of  the  Internal  Revenue  Code  of  1954. 

"SUBCHAPTER  IV— SURVIVOR  ANNUITIES 

"§8441.  Definitions 

"For  the  purpose  of  this  subchapter — 

"(1)  the  term  'widow'  means  the  surviving  wife  of  an  employ- 
ee, Member,  or  annuitant,  or  of  a  former  employee  or  Member, 
who — 

"(A)  was  married  to  him  for  at  least  9  months  immedi- 
ately before  his  death;  or 
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"(B)  is  the  mother  of  issue  by  that  marriage; 
"(2)  the  term  'widower'  means  the  surviving  husband  of  an 
employee,  Member,  or  annuitant,  or  of  a  former  employee  or 
Member,  who — 

"(A)  was  married  to  her  for  at  least  9  months  immediate- 
ly before  her  death;  or 

"(B)  is  the  father  of  issue  by  that  marriage; 
"(■3)  the  term  'dependent',  in  the  case  of  any  child,  means  that 
the  employee,  Member,  or  annuitant  involved  was,  at  the  time 
of  death  of  the  employee,  Member,  or  annuitant  either  living 
with  or  contributing  to  the  support  of  such  child,  as  determined 
in  accordance  with  such  regulations  as  the  Office  shall  pre- 
scribe; and 

"(4)  the  term  'child'  means — 

"(A)  an  unmarried  dependent  child  under  18  years  of  age, 
including  (i)  an  adopted  child,  (ii)  a  stepchild  but  only  if 
the  stepchild  lived  with  the  employee,  Member,  or  annui- 
tant in  a  regular  parent-child  relationship,  (Hi)  a  recog- 
nized natural  child,  and  (iv)  a  child  who  lived  with  and 
for  whom  a  petition  of  adoption  was  filed  by  an  employee, 
Member,  or  annuitant  and  who  is  adopted  by  the  widow  or 
widower  of  the  employee,  Member,  or  annuitant  after  the 
death  of  such  employee,  Member,  or  annuitant; 

"(B)  such  unmarried  dependent  child  regardless  of  age 
who  is  incapable  of  self-support  because  of  mental  or  physi- 
cal disability  incurred  before  age  18;  or 

"(C)  such  unmarried  dependent  child  between  18  and  22 
years  of  age  who  is  a  student  regularly  pursuing  a  full-time 
course  of  study  or  training  in  residence  in  a  high  school, 
trade  school,  technical  or  vocational  institute,  junior  col- 
lege, college,  university,  or  comparable  recognized  educa- 
tional institution. 
For  the  purpose  of  this  paragraph  and  section  844-3,  a  child 
whose  22nd  birthday  occurs  before  July  1  or  after  August  31  of 
a  calendar  year,  and  while  regularly  pursuing  such  a  course  of 
study  or  training,  is  deemed  to  have  become  22  years  of  age  on 
the  first  day  of  July  after  that  birthday.  A  child  who  is  a  stu- 
dent is  deemed  not  to  have  ceased  to  be  a  student  during  an  in- 
terim between  school  years  if  the  interim  is  not  more  than  5 
months  and  if  such  child  shows  to  the  satisfaction  of  the  Office 
that  such  child  has  a  bona  fide  intention  of  continuing  to 
pursue  a  course  of  study  or  training  in  the  same  or  different 
school  during  the  school  semester  for  other  period  into  which 
the  school  year  is  divided)  immediately  after  the  interim. 

"§8442.  Rights  of  a  widow  or  widower 

"(a)(1)  Except  as  provided  in  subsection  (g),  if  an  annuitant  dies 
and  is  survived  by  a  widow  or  widower,  the  widow  or  widower  is 
entitled  to  an  annuity  equal  to  50  percent  of  an  annuity  computed 
under  section  8415  with  respect  to  the  annuitant,  unless — 

"(A)  the  right  to  an  annuity  was  waived  under  section  8416(a) 
(and  no  election  was  subsequently  made  under  section  8416(d) 
nullifying  the  waiver);  or 
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"(B)  in  the  case  of  a  marriage  after  retirement,  the  annuitant 
did  not  file  an  election  under  section  8416  (b)  or  (c),  as  the  case 
may  be. 

"(2)  A  spouse  acquired  after  retirement  is  entitled  to  an  annuity 
under  this  subsection  (as  provided  in  paragraph  (1))  only  upon  elect- 
ing this  annuity  instead  of  any  other  survivor  benefit  to  which  such 
spouse  may  be  entitled  under  this  subchapter  or  section  8424  or 
under  another  retirement  system  for  Government  employees. 

"(b)(1)  If  an  employee  or  Member  dies  after  completing  at  least  18 
months  of  civilian  service  creditable  under  section  8411  and  is  sur- 
vived by  a  widow  or  widower,  the  widow  or  widower  is  entitled  to — 
"(A)  an  amount  equal  to  the  sum  of— 

"(i)  50  percent  of  the  final  annual  rate  of  basic  pay  (or  of 
the  average  pay,  if  higher)  of  the  employee  or  Member;  and 
"(ii)  $15,000  as  adjusted  under  section  8462(e);  and 
"(B)  if  the  employee  or  Member  completed  at  least  10  years  of 
service,  an  annuity  equal  to  50  percent  of  an  annuity  computed 
under  section  8415  with  respect  to  the  employee  or  Member,  but 
without  regard  to  subsection  (f)  of  such  section. 
"(2)  The  Office  shall  prescribe  regulations  under  which  the  total 
amount  payable  to  a  widow  or  widower  under  paragraph  (1)(A)  may, 
at  the  election  of  the  widow  or  widower,  be  paid — 
"(A)  in  a  lump  sum;  or 
"(B)  on  a  monthly  basis — 

"(i)  over  a  period  of  3  years  beginning  on  the  day  after 
the  employees  or  Members  death;  or 

"(ii)  over  any  other  period  established  under  the  regula- 
tions. 

Any  method  of  payment  provided  for  under  subparagraph  (B)  shall 
be  designed  such  that  the  present  value  of  the  benefits  provided 
under  such  method  is  actuarially  equivalent  to  the  present  value  of 
a  lump-sum  payment  under  subparagraph  (A). 

"(3)  An  amount  payable  under  paragraph  (1)(A)  shall  not  be  con- 
sidered to  be  part  of  an  annuity  for  purposes  of  this  chapter. 

"(c)(1)  If  a  former  employee  or  Member  dies  after  having  separated 
from  the  service  with  title  to  a  deferred  annuity  under  section  8413 
but  before  having  established  a  valid  claim  for  an  annuity,  and  is 
survived  by  a  widow  or  widower  to  whom  married  on  the  date  of 
separation,  the  widow  or  widower  may  elect  to  receive — 
"(A)  an  annuity  under  paragraph  (2);  or 

"(B)  the  lump-sum  credit,  if  the  widow  or  widower  is  the  in- 
dividual who  would  be  entitled  to  the  lump-sum  credit  and  if 
such  widow  or  widower  files  application  therefor  with  the 
i(  Office. 

"(2)(A)(i)  Subject  to  clause  (ii)  and  subparagraph  (B)(ii),  the  annu- 
ity of  the  widow  or  widower  is  equal  to  50  percent  of  an  annuity 
computed  under  section  8415  for  the  former  employee  or  Member. 

"(H)(1)  In  computing  an  amount  under  section  8415  for  a  former 
employee  or  Member  (described  in  subclause  (II))  in  order  to  compute 
the  annuity  for  a  widow  or  widower  under  this  subsection,,  the  com- 
putation under  section  8415  shall  be  made  as  if  the  former  employee 
or  Member  had  attained  the  applicable  minimum  retirement  age 
under  section  8412(h). 
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"(II)  This  clause  applies  with  respect  to  a  former  employee  or 
Member  who  dies  before  having  attained  the  applicable  minimum 
retirement  age  under  section  8412(h). 

"(B)(i)  Notwithstanding  the  first  sentence  of  subsection  (d)(1),  the 
annuity  of  the  widow  or  widower  of  a  former  employee  or  Member 
under  subparagraph  (A)(ii)  commences — 

"(I)  on  the  day  after  the  date  on  which  the  former  employee 
or  Member  would  have  attained  age  62;  or 

"(II)  if  the  widow  or  widower  so  designates  in  the  election,  as 
of  the  day  after  the  death  of  the  former  employee  or  Member. 

"(ii)  The  present  value  of  the  annuity  of  a  widow  or  widower  who 
chooses  the  earlier  commencement  date  under  clause  (i)(II)  shall  be 
actuarially  equivalent  to  the  present  value  of  an  annuity  computed 
for  the  widow  or  widower,  determined  as  if  the  commencement  date 
under  clause  (i)(I)  were  applicable. 

"(SKA)  Paragraphs  (1)  and  (2)  shall  apply  only  in  the  case  of  an 
employee  or  Member  who  completes  at  least  10  years  of  service. 

"(B)  Nothing  in  this  subsection  shall  be  considered  to  affect  the 
provisions  of  this  chapter  relating  to  a  lump-sum  credit  in  the  case 
of  the  widow  or  widower  of  a  former  employee  or  Member  who  dies 
after  completing  less  than  10  years  of  service. 

"(d)(1)  The  annuity  of  a  widow  or  widower  under  this  section  com- 
mences on  the  day  after  the  death  of  the  individual  on  whose  serv- 
ice such  annuity  is  based.  This  annuity  and  the  right  thereto  termi- 
nate on  the  last  day  of  the  month  before  the  widow  or  widower — 
"(A)  dies;  or 

"(B)  remarries  before  becoming  55  years  of  age. 
"(2)  In  the  case  of  a  widow  or  widower  whose  annuity  under  this 
section  is  terminated  because  of  remarriage  before  becoming  55  years 
of  age,  the  annuity  shall  be  restored  at  the  same  rate  commencing 
on  the  day  the  remarriage  is  dissolved  by  death,  divorce,  or  annul- 
ment, if— 

"(A)  the  widow  or  widower  elects  to  receive  this  annuity  in- 
stead of  any  other  survivor  benefit  to  which  such  widow  or  wid- 
ower may  be  entitled  (under  this  subchapter  or  section  8424  or 
under  another  retirement  system  for  Government  employees)  by 
reason  of  the  remarriage;  and 

"(B)  any  lump  sum  paid  on  termination  of  the  annuity  is  re- 
turned to  the  Fund. 
"(e)  The  requirement  in  paragraphs  (1)(A)  and  (2)(A)  of  section 
8441  that  the  widow  or  widower  of  an  annuitant,  employee,  or 
Member,  or  of  a  former  employee  or  Member,  have  been  married  to 
such  individual  for  at  least  9  months  immediately  before  the  death 
of  the  individual  in  order  to  qualify  as  the  widow  or  widower  of 
such  individual  shall  be  deemed  satisfied  in  any  case  in  which  the 
individual  dies  within  the  applicable  9-month  period,  if— 
"(1)  the  death  of  the  individual  was  accidental;  or 
"(2)  the  surviving  spouse  of  the  individual  had  been  previous- 
ly married  to  such  individual  and  subsequently  divorced,  and 
the  aggregate  time  married  is  at  least  9  months. 
"(f)(1)  Subject  to  paragraph  (4),  a  survivor  who  is  entitled  to  an 
annuity  under  subsection  (a)  shall  also  be  entitled  to  a  supplementa- 
ry annuity  under  this  subsection. 
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"(2)  A  supplementary  annuity  under  this  subsection  shall  be  equal 
to  the  lesser  of— 

"(A)  the  amount  by  which  the  survivor's  assumed  CSRS  an- 
nuity exceeds  the  annuity  payable  to  such  survivor  under  sub- 
section (a);  or 

"(B)  the  amount  determined  under  paragraph  (3). 
"(3)(A)  Except  as  provided  in  subparagraph  (B),  the  amount  under 
this  paragraph  for  a  survivor  is  the  amount  of  widow's  or  widower's 
insurance  benefits  which  would  be  payable  to  such  survivor  under 
title  II  of  the  Social  Security  Act  (without  regard  to  sections 
202(e)(7),  202(f)(2),  and  203  of  such  Act)  based  on  the  wages  and  self- 
employment  income  of  the  deceased  annuitant,  and  determined — 
"(i)  as  of  the  date  on  which  the  annuitant  died;  and 
(ii)  as  if  the  survivor  had  attained  age  60  and  made  applica- 
tion for  those  benefits  under  subsection  (e)  or  (f)  of  section  202  of 
such  Act,  as  the  case  may  be. 
"(B)  Any  computation  or  determination  under  this  paragraph 
shall  be  made  in  accordance  with  the  applicable  provisions  of  the 
Social  Security  Act,  except  that  in  computing  any  primary  insurance 
amount  under  section  215  of  such  Act  for  purposes  of  determining 
an  amount  under  this  subsection,  subparagraphs  (A)  and  (C)  of  sec- 
tion 8421(b)(2)  shall  apply. 

"(4)  A  supplementary  annuity  under  this  subsection — 

"(A)  shall  be  payable  to  a  survivor  only  for  calendar  months 
ending  before  the  calendar  month  in  which  such  survivor  first 
satisfies  the  minimum  age  requirement  under  section 
202(e)(l)(B)(i)  or  202(f)(l)(B)(i)  of  the  Social  Security  Act,  as  the 
case  may  be; 

"(B)  shall  not  be  payable  to  a  survivor  who  would  not  be  enti- 
tled to  benefits  under  subsection  (e)  or  (f)  of  section  202  of  the 
Social  Security  Act  based  on  the  wages  and  self-employment 
income  of  the  deceased  annuitant  (determined,  as  of  the  date  of 
the  annuitant's  death,  as  if  the  survivor  had  attained  age  60 
and  made  appropriate  application  for  benefits,  but  without 
regard  to  any  restriction  under  either  such  subsection  relating 
to  remarriage);  and 

"(C)  shall  not  be  payable  to  a  survivor  for  any  calendar 
month  in  which  such  survivor  is  entitled  (or  would,  on  proper 
application,  be  entitled)  to  benefits  under  section  202(g)  of  the 
Social  Security  Act  (relating  to  mother's  and  father's  insurance 
benefits),  or  under  section  202  (e)  or  (f)  of  such  Act  by  reason  of 
having  become  disabled,  based  on  the  wages  and  self-employ- 
ment income  of  the  deceased  annuitant. 
"(5)  For  the  purpose  of  this  subsection,  the  term  'assumed  CSRS 
annuity',  as  used  in  the  case  of  a  survivor,  means  the  amount  of  the 
annuity  to  which  such  survivor  would  be  entitled  under  subchapter 
III  of  chapter  83  of  this  title  based  on  the  service  of  the  deceased 
annuitant,  determined — 

"(A)  as  of  the  day  after  the  date  of  the  annuitant's  death; 
"(B)  as  if  the  survivor  had  made  appropriate  application 
therefor;  and 

"(C)  as  if  the  service  of  the  deceased  annuitant  were  credita- 
ble under  such  subchapter. 
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"(6)  An  amount  payable  under  this  subsection  shall  be  adjusted 
under  section  8462  and  shall  otherwise  be  treated  under  this  chap- 
ter in  the  same  way  as  an  amount  payable  under  subsection  (a). 

"(g)(1)  If  the  widow  or  widower  of  an  annuitant  under  section 
8452  (hereinafter  in  this  subsection  referred  to  as  a  'disability  annu- 
itant) is  determined  under  subsection  (a)  to  be  entitled  to  an  annu- 
ity based  on  the  service  of  such  disability  annuitant,  the  annuity  of 
the  widow  or  widower  shall  be  equal  to  50  percent  of  the  amount 
determined  under  paragraph  (2),  rather  than  of  the  amount  referred 
to  in  subsection  (a). 

"(2)(A)  Except  as  provided  in  subparagraph  (B),  the  amount  on 
which  the  annuity  of  the  widow  or  widower  of  a  disability  annui- 
tant is  based  shall  be  the  amount  of  the  annuity  to  which  such  dis- 
ability annuitant  was  entitled,  as  computed  under  section  8452  (in- 
cluding appropriate  reduction  under  subsection  (a)(2)  of  such  section 
and  any  adjustments  under  section  8462  allowed  under  section 
8452),  as  of  the  day  before  the  date  of  the  disability  annuitant's 
death. 

"(B)(i)  In  the  case  of  a  widow  or  widower  entitled  to  an  annuity 
based  on  the  service  of  a  disability  annuitant  who  dies  before  age 
62,  the  amount  under  clause  (ii)  shall  apply  instead  of  the  amount 
which  would  otherwise  apply  under  subparagraph  (A). 

"(H)(1)  Subject  to  subclause  (II),  the  amount  of  the  annuity  to 
which  the  disability  annuitant  was  entitled  as  of  the  day  before  the 
date  of  death  shall  be  considered  to  be  the  amount  which  would  be 
computed  with  respect  to  such  disability  annuitant  under  section 
8452(b)  if  the  disability  annuitant  had  attained  age  62  on  the  day 
before  date  of  death. 

"(II)  For  purposes  of  any  such  computation  under  section 
8452(b)(2)  pursuant  to  this  clause,  creditable  service  shall  (in  addi- 
tion to  the  service  which  would  otherwise  be  used  under  subpara- 
graph (B)(i)  of  such  section)  include  the  period  of  time  between  date 
of  death  and  the  date  of  the  sixty-second  anniversary  of  the  birth  of 
the  annuitant,  and  average  pay  shall  be  adjusted  in  accordance 
with  subparagraph  (B)(ii)  of  such  section  only  through  date  of 
death. 

"(h)  The  following  rules  shall  apply  notwithstanding  any  other 
provision  of  this  section: 

"(1)  The  annuity  payable  under  this  section  to  a  widow  or 
widower  may  not  exceed  the  difference  between — 

"(A)  the  amount  of  the  annuity  which  would  otherwise 
be  payable  to  such  widow  or  widower  under  this  section; 
and 

"(B)  the  amount  of  the  annuity  payable  to  any  former 
spouse  of  the  deceased  employee,  Member,  or  annuitant,  or 
former  employee  or  Member,  based  on  an  election  made 
under  section  8417(b)  or  a  court  order  previously  issued  or 
agreement  previously  entered  into  as  described  in  section 
8445(a). 

"(2)  The  amount  payable  under  subsection  (b)(1)(A)  to  a 
widow  or  widower  may  not  exceed  the  difference  between — 

"(A)  the  amount  which  would  otherwise  be  payable  to 
such  widow  or  widower  under  such  subsection;  and 
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"(B)  the  portion  of  such  amount  payable  to  any  former 
spouse  of  the  deceased  employee,  Member,  or  annuitant,  or 
former  employee  or  Member,  based  on  a  court  order  previ- 
ously issued  or  agreement  previously  entered  into. 
"(3)  A  lump-sum  credit  under  subsection  (c)(2)  shall  be  subject 
to  the  same  terms  and  conditions  as  apply  with  respect  to  a 
lump-sum  credit  under  section  8424(b). 

"§8443.  Rights  of  a  child 

"(a)(1)  If  an  employee  or  Member  dies  after  completing  at  least  18 
months  of  civilian  service  which  is  creditable  under  section  8411,  or 
an  annuitant  dies,  each  surviving  child  is,  for  any  month,  entitled 
to  an  annuity  equal  to — 

"(A)  the  amount  by  which  the  applicable  amount  under  para- 
graph (2)  for  such  month  exceeds  the  applicable  amount  under 
paragraph  (3)  for  such  month,  divided  by 

"(B)  the  number  of  children  entitled  to  a  payment  under  this 
section  for  such  month. 
"(2)  The  applicable  amount  under  this  paragraph  for  any  month 
is  the  total  amount  to  which  the  surviving  child  or  children  (as  the 
case  may  be)  of  the  annuitant,  employee,  or  Member  would  be  enti- 
tled for  such  month  under  subchapter  III  of  chapter  83  based  on  the 
service  of  such  annuitant,  employee,  or  Member,  if  the  service  of 
such  annuitant,  employee,  or  Member  were  creditable  under  such 
subchapter. 

"(3)  The  applicable  amount  under  this  paragraph  for  any  month 
is  the  total  amount  of  child's  insurance  benefits  which  are  payable 
(or  would,  on  proper  application,  be  payable)  under  title  II  of  the 
Social  Security  Act  for  such  month  based  on  the  wages  and  self-em- 
ployment income  of  such  annuitant,  employee,  or  Member. 
"(b)  The  annuity  of  a  child  under  this  subchapter — 

"(1)  commences  on  the  day  after  the  annuitant,  employee,  or 
Member  dies; 

"(2)  commences  or  resumes  on  the  first  day  of  the  month  in 
which  the  child  later  becomes  or  again  becomes  a  student  as  de- 
scribed by  section  8441(4),  if  o,ny  lump  sum  paid  is  returned  to 
the  Fund;  or 

"(3)  commences  or  resumes  on  the  first  day  of  the  month  in 
which  the  child  later  becomes  or  again  becomes  incapable  of 
self-support  because  of  a  mental  or  physical  disability  incurred 
before  age  18  (or  a  later  recurrence  of  such  disability),  if  any 
lump  sum  paid  is  returned  to  the  Fund. 
This  annuity  and  the  right  thereto  terminate  on  the  last  day  of  the 
month  before  the  child — 

"(A)  becomes  18  years  of  age  unless  then  a  student  as  de- 
scribed or  incapable  of  self-support; 

"(B)  becomes  capable  of  self-support  after  becoming  18  years 
of  age  unless  then  such  a  student; 

"(C)  becomes  22  years  of  age  if  then  such  a  student  and  capa- 
ble of  self-support; 

"(D)  ceases  to  be  such  a  student  after  becoming  18  years  of  age 
unless  then  incapable  of  self-support;  or 

"(E)  dies  or  marries; 
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whichever  occurs  first.  On  the  death  of  the  surviving  wife  or  hus- 
band, or  former  wife  or  husband,  or  termination  of  the  annuity  of  a 
child,  the  annuity  of  any  other  child  or  children  shall  be  recomput- 
ed and  paid  as  though  the  wife  or  husband,  former  wife  or  hus- 
band, or  child  had  not  survived  the  annuitant,  employee,  or 
Member. 

"§  8444.  Rights  of  a  named  individual  with  an  insurable  interest 

"The  annuity  of  a  survivor  named  under  section  8420(a)  is  55  per- 
cent of  the  reduced  annuity  of  the  retired  employee  or  Member  deter- 
mined under  paragraph  (2)  of  such  section  8420(a).  The  annuity  of 
the  survivor  commences  on  the  day  after  the  retired  employee  or 
Member  dies.  This  annuity  and  the  right  thereto  terminate  on  the 
last  day  of  the  month  before  the  survivor  dies. 

"§  8445.  Rights  of  a  former  spouse 

"(a)  Subject  to  subsections  (b)  through  (e),  a  former  spouse  of  a  de- 
ceased employee,  Member,  or  annuitant  (or  of  a  former  employee  or 
Member  who  dies  after  having  separated  from  the  service  with  title 
to  a  deferred  annuity  under  section  8413  but  before  having  estab- 
lished a  valid  claim  for  annuity)  is  entitled  to  an  annuity  under 
this  section,  if  and  to  the  extent  expressly  provided  for  in  an  election 
under  section  8417(b),  or  in  the  terms  of  any  decree  of  divorce  or  an- 
nulment or  any  court  order  or  court-approved  property  settlement 
agreement  incident  to  such  decree. 

"(b)(1)  The  annuity  payable  to  a  former  spouse  under  this  section 
may  not  exceed  the  difference  between — 

"(A)  the  amount  applicable  in  the  case  of  such  former  spouse, 
as  determined  under  paragraph  (2);  and 

"(B)  the  amount  of  any  annuity  payable  under  this  section  to 
any  other  former  spouse  of  the  employee,  Member,  or  annuitant, 
or  former  employee  or  Member,  based  on  an  election  previously 
made  under  section  8417(b),  or  a  court  order  previously  issued  or 
agreement  previously  entered  into  as  described  in  subsection  (a). 
"(2)  The  applicable  amount,  for  purposes  of  paragraph  (1)(A)  in 
the  case  of  a  former  spouse,  is  the  amount  of  the  annuity  which 
would  be  payable  under  the  provisions  of  section  8442  (including 
subsection  (f)  of  such  section,  but  without  regard  to  subsection  (h)  of 
such  section)  if  such  former  spouse  were  a  widow  or  widower  enti- 
tled to  an  annuity  under  such  provisions  based  on  the  service  of  the 
deceased  employee,  Member,  or  annuitant,  or  former  employee  or 
Member. 

"(c)  The  commencement  and  termination  of  an  annuity  payable 
under  this  section  shall  be  governed  by  the  terms  of  the  applicable 
order,  decree,  agreement,  or  election,  as  the  case  may  be,  except  that 
any  such  annuity — 

"(1)  shall  not  commence  before — 

"(A)  the  day  after  the  employee,  Member,  or  annuitant,  or 
former  employee  or  Member,  dies;  or 

"(B)  the  first  day  of  the  second  month  beginning  after  the 
date  on  which  the  Office  receives  written  notice  of  the 
order,  decree,  agreement,  or  election,  as  the  case  may  be,  to- 
gether with  such  additional  information  or  documentation 
as  the  Office  may  prescribe; 
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whichever  is  later;  and 

"(2)  shall  terminate  no  later  than  the  last  day  of  the  month 
before  the  former  spouse  remarries  before  becoming  55  years  of 
age  or  dies. 

"(d)  For  purposes  of  this  chapter,  a  modification  in  a  decree, 
order,  agreement,  or  election  referred  to  in  subsection  (a)  shall  not  be 
effective — 

"(1)  if  such  modification  is  made  after  the  retirement  or 
death  of  the  employee,  Member,  or  annuitant,  or  former  employ- 
ee or  Member,  concerned;  and 

"(2)  to  the  extent  that  such  modification  involves  an  annuity 
under  this  section. 
"(e)  For  purposes  of  this  chapter,  a  decree,  order,  agreement,  or 
election  referred  to  in  subsection  (a)  shall  not  be  effective,  in  the 
case  of  a  former  spouse,  to  the  extent  that  it  is  inconsistent  with  any 
joint  waiver  previously  executed  with  respect  to  such  former  spouse 
under  section  8416(a). 

<((f)(D  Any  amount  under  section  8442(b)(1)(A)  which  would  other- 
wise be  payable  to  a  widow  or  widower  based  on  the  service  of  an- 
other individual  shall  be  paid  (in  whole  or  in  part)  by  the  Office  to 
a  former  spouse  of  such  individual  if  and  to  the  extent  expressly 
provided  for  in  the  terms  of  a  court  decree  of  divorce,  annulment,  or 
legal  separation,  or  the  terms  of  a  court  order  or  court-approved 
property  settlement  incident  to  any  decree  of  divorce,  annulment,  or 
legal  separation. 

"(2)  Paragraph  (1)  shall  apply  only  to  payments  made  by  the 
Office  after  the  date  of  receipt  in  the  Office  of  written  notice  of  such 
decree,  order,  or  agreement,  and  such  additional  information  and 
documentation  as  the  Office  may  prescribe. 

"(g)  Any  payment  under  this  section  to  a  person  bars  recovery  by 
any  other  person. 

"SUBCHAPTER  V— DISABILITY  BENEFITS 
"§  8451.  Disability  retirement 

"(a)(1)(A)  An  employee  who  completes  at  least  18  months  of  civil- 
ian service  creditable  under  section  8411  and  has  become  disabled 
shall  be  retired  on  the  employee 's  own  application  or  on  application 
by  the  employees  agency. 

"(B)  For  purposes  of  this  subsection,  an  employee  shall  be  consid- 
ered disabled  only  if  the  employee  is  found  by  the  Office  to  be 
unable,  because  of  disease  or  injury,  to  render  useful  and  efficient 
service  in  the  employees  position. 

"(2)(A)  Notwithstanding  paragraph  (1),  an  employee  shall  not  be 
eligible  for  disability  retirement  under  this  section  if  the  employee 
has  declined  a  reasonable  offer  of  reassignment  to  a  vacant  position 
in  the  employee  s  agency  for  which  the  employee  is  qualified  if  the 
position — 

"(i)  is  at  the  same  grade  (or  pay  level)  as  the  employees  most 

recent  grade  (or  pay  level)  or  higher; 

"(ii)  is  within  the  employees  commuting  area;  and 

"(Hi)  is  one  in  which  the  employee  would  be  able  to  render 

useful  and  efficient  service. 
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"(B)  An  employee  who  is  applying  for  disability  retirement  under 
this  subchapter  shall  be  considered  for  reassignment  by  the  employ- 
ee's agency  to  a  vacant  position  described  in  subparagraph  (A)  in  ac- 
cordance with  such  procedures  as  the  Office  shall  by  regulation  pre- 
scribe. 

"(C)  An  employee  is  entitled  to  appeal  to  the  Merit  Systems  Protec- 
tion Board  under  section  7701  any  determination  that  the  employee 
is  not  unable,  because  of  disease  or  injury,  to  render  useful  and  effi- 
cient service  in  a  position  to  which  the  employee  has  declined  reas- 
signment under  this  section. 

"(D)  For  purposes  of  subparagraph  (A),  an  employee  of  the  United 
States  Postal  Service  shall  not  be  considered  qualified  for  a  position 
if  such  position  is  in  a  different  craft  or  if  reassignment  to  such  po- 
sition would  be  inconsistent  with  the  terms  of  a  collective-bargain- 
ing agreement  covering  the  employee. 

"(b)  A  Member  who  completes  at  least  18  months  of  service  as  a 
Member  and  is  found  by  the  Office  to  be  disabled  for  useful  and  ef- 
ficient service  as  a  Member  because  of  disease  or  injury  shall  be  re- 
tired on  the  Members  own  application. 

"(c)  An  employee  or  Member  retiring  under  this  section  is  entitled 
to  an  annuity  computed  under  section  8452. 

"§8452.  Computation  of  disability  annuity 

"(a)(1)(A)  Except  as  provided  in  paragraph  (2),  or  subsection  (b), 
(c),  or  (d),  the  annuity  of  an  annuitant  under  this  subchapter — 

(i)  for  the  period  beginning  on  the  date  on  which  such  annu- 
ity commences,  or  is  restored  (as  described  in  section  8455(b)(2) 
or  (3)),  and  ending  at  the  end  of  the  twelfth  month  beginning 
on  or  after  such  date,  shall  be  equal  to  60  percent  of  the  annu- 
itants average  pay;  and 

"(ii)  after  the  end  of  the  period  referred  to  in  clause  (i),  shall 
be  equal  to  40 percent  of  the  annuitant's  average  pay. 
"(B)  An  annuity  computed  under  this  paragraph  shall  not,  for 
purposes  of  any  adjustment  under  section  8462  (including  any  ad- 
justment under  subsection  (c)(1)  of  such  section),  be  considered  to 
have  commenced  until  after  such  annuity  ceases  to  be  determined 
under  subparagraph  (A)(i). 

"(2)(A)  For  any  month  in  which  an  annuitant  is  entitled  both  to 
an  annuity  under  this  subchapter  as  computed  under  paragraph  (1) 
and  to  a  disability  insurance  benefit  under  section  223  of  the  Social 
Security  Act,  the  annuitants  annuity  for  such  month  (as  so  comput- 
ed) shall — 

"(i)  if  such  month  occurs  during  a  period  referred  to  in  para- 
graph (l)(A)(i),  be  reduced  by  100  percent  of  the  annuitant's  as- 
sumed disability  insurance  benefit  for  such  month;  or 

"(ii)  if  such  month  occurs  other  than  during  a  period  referred 
to  in  paragraph  (l)(A)(i),  be  reduced  by  60  percent  of  the  annu- 
itant s  assumed  disability  insurance  benefit  for  such  month; 
except  that  an  annuity  may  not  be  reduced  below  zero  by  reason  of 
this  paragraph. 

"(B)(i)  For  purposes  of  this  paragraph,  the  assumed  disability  in- 
surance benefit  of  an  annuitant  for  any  month  shall  be  equal  to — 
"(I)  the  amount  of  the  disability  insurance  benefit  to  which 
the  annuitant  would  have  been  entitled  under  section  223  of  the 
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Social  Security  Act  for  the  month  in  which  the  annuity  under 
this  subchapter  commenced,  or  was  restored,  determined  as  if 
such  annuitant  had  then  satisfied  all  requirements  for  entitle- 
ment to  a  benefit  under  such  section,  adjusted  by 

"(II)  all  adjustments  made  under  section  8462(b)  between  the 
date  on  which  the  annuity  commenced,  or  was  restored,  and  the 
start  of  the  month  involved  (without  regard  to  whether  the  an- 
nuitants annuity  was  affected  by  any  of  those  adjustments). 
For  purposes  of  computing  the  assumed  disability  insurance  benefit, 
the  month  in  which  the  annuitants  disability  began  (as  determined 
under  section  216(i)(2)(C)  of  the  Social  Security  Act)  shall  be  the 
month  in  which  the  annuity  commenced  or,  if  earlier  (and  if  a  de- 
termination was  actually  made)  the  month  determined  under  such 
section. 

"(ii)  For  purposes  of  applying  section  224  of  the  Social  Security 
Act  to  the  assumed  disability  insurance  benefit  used  to  compute  the 
reduction  under  this  paragraph,  the  amount  of  the  annuity  under 
this  subchapter  which  is  considered  shall  be  the  amount  of  the  an- 
nuity as  determined  before  the  application  of  this  paragraph. 

"(b)(1)  Except  as  provided  in  subsection  (d),  if  an  annuitant  is  en- 
titled to  an  annuity  under  this  subchapter  as  of  the  day  before  the 
date  of  the  sixty-second  anniversary  of  the  annuitants  birth  (herein- 
after in  this  section  referred  to  as  the  annuitants  'redetermination 
date),  such  annuity  shall  be  redetermined  under  paragraph  (3)  or 
(4),  as  applicable.  Effective  as  of  the  annuitants  redetermination 
date,  the  annuity  (as  so  redetermined)  shall  be  in  lieu  of  any  annu- 
ity to  which  such  annuitant  would  otherwise  be  entitled  under  this 
subchapter. 

"(2)(A)  In  order  to  carry  out  paragraphs  (3)  and  (4),  the  Office 
shall  compute  an  annuity  for  the  annuitant  under  section  8415. 
"(B)  In  performing  a  computation  under  this  paragraph — 

"(i)  creditable  service  of  the  annuitant  shall  be  increased  by 
including  the  period  (or  periods),  if  any,  before  the  annuitants 
redetermination  date  during  which  the  annuitant  was  entitled 
to  an  annuity  under  this  subchapter;  and 

"(ii)  the  average  pay  which  would  otherwise  be  used  shall  be 
adjusted  to  reflect  all  adjustments  made  under  section  8462(b) 
with  respect  to  any  period  (or  periods)  referred  to  in  clause  (i) 
(without  regard  to  whether  the  annuitants  annuity  was  affect- 
ed by  any  of  those  adjustments). 
"(3)  If,  as  of  the  day  before  the  annuitant's  redetermination  date, 
the  annuitants  annuity  is  subject  to  reduction  under  subsection 
(a)(2),  the  annuitants  redetermined  annuity  shall  be  the  lesser  of— 
"(A)  the  amount  determined  with  respect  to  such  annuitant 
under  paragraph  (2);  or 

"(B)  subject  to  the  following  sentence,  the  amount  (converted 
so  as  to  be  expressed  as  an  annual  amount)  which  would  other- 
wise be  payable  under  this  subchapter  for  the  month  in  which 
occurs  the  day  before  the  annuitants  redetermination  date,  as 
computed  under  subsection  (a)  (based  on  the  assumption  that 
the  annuitant  was  entitled  to  an  annuity  under  this  subchapter, 
and  to  a  disability  insurance  benefit  under  section  223  of  the 
Social  Security  Act,  for  the  entirety  of  such  month). 
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If  the  annuitant's  redetermination  date  occurs  during  the  period  de- 
scribed in  subsection  (aXV(A),  the  amount  used  under  subparagraph 
(B)  may  not  exceed  the  amount  (converted  so  as  to  be  expressed  as  an 
annual  amount)  which  would  otherwise  be  payable  under  this  sub- 
chapter for  the  first  month  after  such  period,  as  computed  under 
subsection  (a)  based  on  the  assumption  that  the  annuitant  was  enti- 
tled to  an  annuity  under  this  subchapter,  and  to  a  disability  insur- 
ance benefit  under  section  223  of  the  Social  Security  Act,  for  the  en- 
tirety of  such  month. 

"(4)  If  cls  of  the  day  before  the  annuitant's  redetermination  date, 
the  annuitant's  annuity  is  not  subject  to  reduction  under  subsection 
(aX2),  the  annuitant's  redetermined  annuity  shall  be  the  lesser  of— 
"(A)  the  amount  determined  with  respect  to  such  annuitant 

under  paragraph  (2);  or 

"(B)  the  amount  which  would  be  used  for  such  annuitant 

under  subparagraph  (B)  of  paragraph  (3)  (as  determined  subject 

to  the  second  sentence  of  such  paragraph),  if  such  paragraph 

applied  to  such  annuitant. 
"(c)  Except  as  provided  in  subsection  (d),  the  annuity  of  an  annui- 
tant under  this  subchapter  shall  be  computed  under  section  8415 

"(1)  such  annuity  commences,  or  is  restored,  beginning  on  or 
after  the  redetermination  date  of  the  annuitant;  or 

"(2)  as  of  the  day  on  which  such  annuity  commences,  or  is  re- 
stored, the  annuitant  satisfies  the  age  and  service  requirements 
for  entitlement  to  an  annuity  under  section  8412  (other  than 
subsection  (g)  of  such  section). 
"(d)  The  annuity  to  which  an  annuitant  is  entitled  under  this  sec- 
tion shall  not  be  less  than  the  amount  of  an  annuity  computed 
under  section  8415  (excluding  subsection  (f)  of  such  section). 

"§8453.  Application 

"A  claim  may  be  allowed  under  this  subchapter  only  if  applica- 
tion is  filed  with  the  Office  before  the  employee  or  Member  is  sepa- 
rated from  the  service  or  within  1  year  thereafter.  This  time  limita- 
tion may  be  waived  by  the  Office  for  an  employee  or  Member  who,  at 
the  date  of  separation  from  service  or  within  1  year  thereafter,  is 
mentally  incompetent  if  the  application  is  filed  with  the  Office 
within  1  year  from  the  date  of  restoration  of  the  employee  or 
Member  to  competency  or  the  appointment  of  a  fiduciary,  whichever 
is  earlier. 

"§  8454.  Medical  examination 

"An  annuitant  receiving  a  disability  retirement  annuity  from  the 
Fund  shall  be  examined  under  the  direction  of  the  Office — 

"(1)  at  the  end  of  1  year  from  the  date  of  the  disability  retire- 
ment; and 

"(2)  annually  thereafter  until  becoming  60  years  of  age; 

unless  the  disability  is  permanent  in  character.  If  the  annuitant 
fails  to  submit  to  examination  as  required  by  this  section,  payment 
of  the  annuity  shall  be  suspended  until  continuance  of  the  disabil- 
ity is  satisfactorily  established. 
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"§  8455.  Recovery;  restoration  of  earning  capacity 

"(a)(1)  If  an  annuitant  receiving  a  disability  retirement  annuity 
from  the  Fund  recovers  from  the  disability  before  becoming  60  years 
of  age,  payment  of  the  annuity  terminates  on  reemployment  by  the 
Government  or  1  year  after  the  date  on  which  the  Office  determines 
that  the  annuitant  has  recovered,  whichever  is  earlier. 

"(2)  If  an  annuitant  receiving  a  disability  annuity  from  the  Fund, 
before  becoming  60  years  of  age,  is  restored  to  an  earning  capacity 
fairly  comparable  to  the  current  rate  of  pay  of  the  position  occupied 
at  the  time  of  retirement,  payment  of  the  annuity  terminates  180 
days  after  the  end  of  the  calendar  year  in  which  earning  capacity  is 
so  restored.  Earning  capacity  is  deemed  restored  if  in  any  calendar 
year  the  income  of  the  annuitant  from  wages  or  self-employment  or 
both  equals  at  least  80  percent  of  the  current  rate  of  pay  of  the  posi- 
tion occupied  immediately  before  retirement. 

"(b)(1)  If  an  annuitant  whose  annuity  is  terminated  under  subsec- 
tion (a)  is  not  reemployed  in  a  position  in  which  that  individual  is 
subject  to  this  chapter,  such  individual  is  deemed,  except  for  service 
credit,  to  have  been  involuntarily  separated  from  the  service  for  the 
purpose  of  subchapter  II  of  this  chapter  as  of  the  date  of  termina- 
tion of  the  disability  annuity,  and  after  that  termination  is  entitled 
to  annuity  under  the  applicable  provisions  of  such  subchapter. 

"(2)  If  an  annuitant  whose  annuity  is  terminated  under  subsec- 
tion (a)(2)— 

"(A)  is  not  reemployed  in  a  position  subject  to  this  chapter; 
and 

"(B)  has  not  recovered  from  the  disability  for  which  that  in- 
dividual was  retired; 

the  annuity  of  such  individual  shall  be  restored  at  the  applicable 
rate  under  section  8452  effective  the  first  of  the  year  following  any 
calendar  year  in  which  such  individual's  income  from  wages  or  self- 
employment  or  both  is  less  than  80  percent  of  the  current  rate  of  pay 
of  the  position  occupied  immediately  before  retirement. 

"(3)  If  an  annuitant  whose  annuity  is  terminated  because  of  a 
medical  finding  that  the  individual  has  recovered  from  disability  is 
not  reemployed  in  a  position  in  which  such  individual  is  subject  to 
this  chapter,  the  annuity  of  such  individual  shall  be  restored  at  the 
applicable  rate  under  section  8452  effective  from  the  date  on  which 
the  Office  determines  that  there  has  been  a  recurrence  of  the  dis- 
ability. 

"(4)  Paragraphs  (2)  and  (3)  shall  not  apply  in  the  case  of  an  annu- 
itant receiving  an  annuity  from  the  Fund  under  subchapter  II  of 
this  chapter. 

"§8456.  Relationship  to  workers'  compensation 

"(a)(1)  An  individual  is  not  entitled  to  receive  an  annuity  under 
this  subchapter  and  compensation  for  injury  to  or  disability  of  the 
individual  under  subchapter  I  of  chapter  81  covering  the  same 
period  of  time. 

"(2)  Paragraph  (1)  does  not  bar  the  right  of  a  claimant  to  the 
greater  benefit  conferred  by  either  subchapter  referred  to  in  such 
paragraph  for  any  part  of  the  period  referred  to  in  such  paragraph. 
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"(3)  Paragraph  (1)  and  the  provisions  of  subchapter  I  of  chapter 
81  do  not  deny  an  individual  an  annuity  which  the  individual  is 
entitled  to  receive  under  this  chapter  on  account  of  service  per- 
formed by  the  individual  and  do  not  deny  any  concurrent  benefit  to 
the  individual  under  subchapter  I  of  chapter  81  on  account  of  the 
death  of  another  individual. 

"(bXV  Subject  to  paragraph  (2),  an  individuals  receipt  of  a  lump- 
sum payment  for  compensation  under  section  8135  shall  not  affect 
the  individual's  entitlement  to  an  annuity  under  this  subchapter. 

"(2)  If  an  annuity  is  payable  under  this  subchapter  by  reason  of 
the  same  disability  for  which  a  lump-sum  payment  of  compensation 
referred  to  in  paragraph  (1)  has  been  made,  so  much  of  the  compen- 
sation as  has  been  paid  for  a  period  extended  beyond  the  date  pay- 
ment of  the  annuity  commences,  as  determined  by  the  Department  of 
Labor,  shall  be  refunded  to  that  Department  for  credit  to  the  Em- 
ployees' Compensation  Fund.  Before  the  individual  may  receive  the 
disability  annuity,  the  individual  shall — 

"(A)  refund  to  the  Department  of  Labor  the  amount  represent- 
ing the  commuted  compensation  payments  for  the  extended 
period;  or 

"(B)  authorize  the  deduction  of  the  amount  from  the  annuity. 

Deductions  from  the  annuity  may  be  made  from  accrued  or  accruing 
payments.  The  amounts  deducted  and  withheld  from  the  annuity 
shall  be  transmitted  to  the  Department  of  Labor  for  reimbursement 
to  the  Employees'  Compensation  Fund.  When  the  Department  of 
Labor  finds  that  the  financial  circumstances  of  an  individual  enti- 
tled to  an  annuity  under  this  subchapter  warrant  deferred  refund- 
ing under  this  paragraph,  deductions  from  the  annuity  may  be  pro- 
rated against  and  paid  from  accruing  payments  in  such  manner  as 
the  Department  determines  appropriate. 

"§8457.  Military  reserve  technicians 

"(a)(1)  Except  as  provided  in  paragraph  (2)  or  (3),  an  individual 
shall  be  retired  under  this  subchapter  if  the  individual — 

"(A)  is  separated  from  employment  as  a  military  reserve  tech- 
nician by  reason  of  a  disability  that  disqualifies  the  individual 
from  membership  in  a  reserve  component  of  the  Armed  Forces 
specified  in  section  261(a)  of  title  10  or  from  holding  the  mili- 
tary grade  required  for  such  employment; 

"(B)  is  not  considered  to  be  disabled  under  section 
8451(a)(1)(B); 

"(C)  is  not  appointed  to  a  position  in  the  Government  (wheth- 
er under  subsection  (c)  or  otherwise);  and 

"(D)  has  not  declined  an  offer  of  an  appointment  to  a  position 
in  the  Government  under  subsection  (c). 
"(2)  Payment  of  any  annuity  for  an  individual  pursuant  to  this 
section  terminates — 

"(A)  on  the  date  the  individual  is  appointed  to  a  position  in 
the  Government  (whether  pursuant  to  subsection  (c)  or  other- 
wise); 

"(B)  on  the  date  the  individual  declines  an  offer  of  appoint- 
ment to  a  position  in  the  Government  under  subsection  (c);  or 
"(C)  as  provided  under  section  8455(a). 
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"(3)  An  individual  eligible  to  retire  under  section  8414(c)  shall  not 
be  eligible  to  retire  under  this  section. 

"(b)  Any  individual  applying  for  or  receiving  any  annuity  pursu- 
ant to  this  section  shall,  in  accordance  with  regulations  prescribed 
by  the  Office,  be  considered  by  any  agency  of  the  Government  before 
any  vacant  position  in  the  agency  is  filled  if— 

"(1)  the  position  is  located  within  the  commuting  area  of  the 
individual 's  former  position; 

"(2)  the  individual  is  qualified  to  serve  in  such  position,  as 
determined  by  the  head  of  the  agency;  and 

"(3)  the  position  is  at  the  same  grade  or  equivalent  level  as 
the  position  from  which  the  individual  was  separated. 

"SUBCHAPTER  VI— GENERAL  AND  ADMINISTRATIVE 
PROVISIONS 

"§8461.  Authority  of  the  Office  of  Personnel  Management 

"(a)  The  Office  shall  pay  all  benefits  that  are  payable  under  sub- 
chapter II,  IV,  V,  or  VI  of  this  chapter  from  the  Fund. 

"(b)  The  Office  shall  administer  all  provisions  of  this  chapter  not 
specifically  required  to  be  administered  by  the  Board,  the  Executive 
Director,  the  Secretary  of  Labor,  or  any  other  officer  or  agency. 

"(c)  The  Office  shall  adjudicate  all  claims  under  the  provisions  of 
this  chapter  administered  by  the  Office. 

"(d)  The  Office  shall  determine  questions  of  disability  and  de- 
pendency arising  under  the  provisions  of  this  chapter  administered 
by  the  Office.  Except  to  the  extent  provided  under  subsection  (e),  the 
decisions  of  the  Office  concerning  these  matters  are  final  and  con- 
clusive and  are  not  subject  to  review.  The  Office  may  direct  at  any 
time  such  medical  or  other  examinations  as  it  considers  necessary  to 
determine  the  facts  concerning  disability  or  dependency  of  an  indi- 
vidual receiving  or  applying  for  annuity  under  the  provisions  of  this 
chapter  administered  by  the  Office.  The  Office  may  suspend  or  deny 
annuity  for  failure  to  submit  to  examination. 

"(e)(1)  Subject  to  paragraph  (2),  an  administrative  action  or  order 
affecting  the  rights  or  interests  of  an  individual  or  of  the  United 
States  under  the  provisions  of  this  chapter  administered  by  the 
Office  may  be  appealed  to  the  Merit  Systems  Protection  Board  under 
procedures  prescribed  by  the  Board. 

"(2)  In  the  case  of  any  individual  found  by  the  Office  to  be  dis- 
abled in  whole  or  in  part  on  the  basis  of  the  individual's  mental 
condition,  and  that  finding  was  made  pursuant  to  an  application  by 
an  agency  for  purposes  of  disability  retirement  under  section  8451, 
the  procedures  under  section  7701  shall  apply  and  the  decision  of 
the  Board  shall  be  subject  to  judicial  review  under  section  7703. 

"(f)  The  Office  shall  fix  the  fees  for  examinations  made  under 
subchapter  V  of  this  chapter  by  physicians  or  surgeons  who  are  not 
medical  officers  of  the  United  States.  The  fees  and  reasonable  trav- 
eling and  other  expenses  incurred  in  connection  with  the  examina- 
tions are  paid  from  appropriations  for  the  cost  of  administering  the 
provisions  of  this  chapter  administered  by  the  Office. 

"(g)  The  Office  may  prescribe  regulations  to  carry  out  the  provi- 
sions of  this  chapter  administered  by  the  Office. 
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"(hXV  Each  Government  agency  shall  furnish  the  Director  with 
such  information  as  the  Director  determines  necessary  in  order  to 
administer  this  chapter. 

"(2)  The  Director,  in  consultation  with  the  officials  from  whom 
such  information  is  requested,  shall  establish  (by  regulation  or  oth- 
erwise) such  safeguards  as  are  necessary  to  ensure  that  information 
made  available  under  this  subsection  is  used  only  for  the  purpose 
authorized. 

"(i)  In  making  a  determination  of  'actuarial  equivalence'  under 
this  chapter,  the  economic  assumptions  used  shall  be  the  same  as 
the  economic  assumptions  most  recently  used  by  the  Office  (before 
the  determination  of  actuarial  equivalence  involved)  in  determining 
the  normal-cost  percentage  of  the  System. 

"(jXV  Notwithstanding  any  other  provision  of  this  chapter,  the 
Director  of  Central  Intelligence  shall,  in  a  manner  consistent  with 
the  administration  of  this  chapter  by  the  Office,  and  to  the  extent 
considered  appropriate  by  the  Director  of  Central  Intelligence — 

"(A)  determine  entitlement  to  benefits  under  this  chapter 
based  on  the  service  of  employees  of  the  Central  Intelligence 
Agency; 

"(B)  maintain  records  relating  to  the  service  of  such  employ- 
ees; 

"(C)  compute  benefits  under  this  chapter  based  on  the  service 
of  such  employees; 

"(D)  collect  deposits  to  the  Fund  made  by  such  employees, 
their  spouses,  their  former  spouses,  and  their  survivors; 

"(E)  authorize  and  direct  disbursements  from  the  Fund  to  the 
extent  based  on  service  of  such  employees;  and 

"(F)  perform  such  other  functions  under  this  chapter  (other 
than  under  subchapters  III  and  VII  of  this  chapter)  with  re- 
spect to  employees  of  the  Central  Intelligence  Agency  as  the  Di- 
rector of  Central  Intelligence,  in  consultation  with  the  Director 
of  the  Office  of  Personnel  Management,  determines  to  be  appro- 
priate. 

"(2)  The  Director  of  the  Office  of  Personnel  Management  shall 
furnish  such  information  and,  on  a  reimbursable  basis,  such  serv- 
ices to  the  Director  of  Central  Intelligence  as  the  Director  of  Central 
Intelligence  requests  to  carry  out  paragraph  (1). 

"(k)(l)  The  Director  of  Central  Intelligence,  in  consultation  with 
the  Executive  Director  of  the  Federal  Retirement  Thrift  Investment 
Board,  may — 

"(A)  maintain  exclusive  records  relating  to  elections,  contribu- 
tions, and  accounts  under  the  Thrift  Savings  Plan  provided  in 
subchapter  III  of  this  chapter  in  the  case  of  employees  of  the 
Central  Intelligence  Agency; 

"(B)  provide  that  contributions  by,  or  on  behalf  of,  such  em- 
ployees to  the  Thrift  Savings  Plan  be  accounted  for  by  such  Ex- 
ecutive Director  in  aggregate  amounts; 

"(C)  make  the  necessary  disbursements  from,  and  the  neces- 
sary allocations  of  earnings,  losses,  and  charges  to,  individual 
accounts  of  such  employees  under  the  Thrift  Savings  Plan;  and 

"(D)  perform  such  other  functions  under  subchapters  III  and 
VII  of  this  chapter  (but  not  including  investing  sums  in  the 
Thrift  Savings  Fund)  with  respect  to  employees  of  the  Central 
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Intelligence  Agency  as  the  Director  of  Central  Intelligence,  in 
consultation  with  the  Executive  Director  of  the  Federal  Retire- 
ment Thrift  Investment  Board,  determines  to  be  appropriate. 
"(2)  The  Executive  Director  of  the  Federal  Retirement  Thrift  In- 
vestment Board  may  not  exercise  authority  under  this  chapter  in  the 
case  of  employees  of  the  Central  Intelligence  Agency  to  the  extent 
that  the  Director  of  Central  Intelligence  exercises  authority  provided 
in  paragraph  (1). 

"(3)  The  Executive  Director  of  the  Federal  Retirement  Thrift  In- 
vestment Board  shall  furnish  such  information  and,  on  a  reimburs- 
able basis,  such  services  to  the  Director  of  Central  Intelligence  as 
the  Director  of  Central  Intelligence  determines  necessary  to  carry  out 
this  subsection. 

"(I)  Subsection  (h)(1),  and  sections  8439(b)  and  8474(cX4),  shall  be 
applied  with  respect  to  information  relating  to  employees  of  the  Cen- 
tral Intelligence  Agency  in  a  manner  that  protects  intelligence 
sources,  methods,  and  activities. 

"(m)(l)  The  Director  of  Central  Intelligence,  in  consultation  with 
the  Director  of  the  Office  of  Personnel  Management  and  the  Execu- 
tive Director  of  the  Federal  Retirement  Thrift  Investment  Board, 
shall  by  regulation  prescribe  appropriate  procedures  to  carry  out 
subsections  (j),  (k),  and  (I). 

"(2)  The  regulations  shall  provide  procedures  for  the  Director  of 
the  Office  of  Personnel  Management  to  inspect  and  audit  disburse- 
ments from  the  Fund,  and  from  the  Thrift  Savings  Fund,  under 
this  chapter. 

"(3)  The  Director  of  Central  Intelligence  shall  submit  the  regula- 
tions prescribed  under  paragraph  (1)  to  the  Select  Committee  on  In- 
telligence of  the  Senate  and  the  Permanent  Select  Committee  on  In- 
telligence of  the  House  of  Representatives  before  the  regulations  take 
effect. 

"§  8462.  Cost-of-living  adjustments 

"(a)  For  the  purpose  of  this  section — 

"(1)  the  term  'base  quarter',  as  used  with  respect  to  a  year, 
means  the  calendar  quarter  ending  on  September  30  of  such 

year; 

(((2)  the  price  index  for  a  base  quarter  is  the  arithmetical 
mean  of  such  index  for  the  3  months  comprising  such  quarter; 
and 

"(3)  the  term  'percent  change  in  the  price  index7,  as  used  with 
respect  to  a  year,  means  the  percentage  derived  by — 
"(A)  reducing — 

(i)  the  price  index  for  the  base  quarter  of  such  year, 

"(ii)  the  price  index  for  the  base  quarter  of  the  pre- 
ceding year  in  which  an  adjustment  under  this  subsec- 
tion was  made; 
"(B)  dividing  the  difference  under  subparagraph  (A)  by 
the  price  index  referred  to  in  subparagraph  (AXii);  and 

"(C)  multiplying  the  quotient  under  subparagraph  (B)  by 
100 

"(b)(1)  Except  as  provided  in  subsection  (c),  effective  December  1  of 
any  year  in  which  an  adjustment  under  this  subsection  is  to  be 
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made,  as  determined  under  paragraph  (2),  each  annuity  payable 
from  the  Fund  under  this  chapter  (other  than  an  annuity  under  sec- 
tion 844$)  having  a  commencing  date  not  later  than  such  December 
1  shall  be  adjusted  as  follows: 

"(A)  If  the  percent  change  in  the  price  index  for  the  year  does 
not  exceed  3  percent,  each  annuity  subject  to  adjustment  under 
this  subsection  shall  be  increased  by  the  lesser  of— 

"(i)  the  percent  change  in  the  price  index  (rounded  to  the 
nearest  one-tenth  of  1  percent);  or 
"(W  2  percent. 

"(B)  If  the  percent  change  in  the  price  index  for  the  year  ex- 
ceeds 3  percent,  each  annuity  subject  to  adjustment  under  this 
subsection  shall  be  increased  by  the  excess  of— 

"(i)  the  percent  change  in  the  price  index  (rounded  to  the 
nearest  one-tenth  of  1  percent),  over 
"(ii)  1  percent 

"(2)  An  adjustment  under  this  subsection  shall  be  made  in  a  year 
only  if  the  price  index  for  the  base  quarter  of  such  year  exceeds  the 
price  index  for  the  base  quarter  of  the  preceding  year  in  which  an 
adjustment  under  this  subsection  was  made. 

"(3)  An  annuity  under  this  chapter  shall  not  be  subject  to  adjust- 
ment under  section  8340. 

"(c)  Eligibility  for  an  annuity  increase  under  this  section  is  gov- 
erned by  the  commencing  date  of  each  annuity  payable  from  the 
Fund  as  of  the  effective  date  of  an  increase,  except  as  follows: 

"(1)  The  first  increase  (if  any)  made  under  subsection  (b)  to  an 
annuity  which  is  payable  from  the  Fund  to  an  annuitant  or 
survivor  (other  than  a  child  under  section  8443)  whose  annuity 
has  not  been  increased  under  this  subsection  or  subsection  (b) 
shall  be  equal  to  the  product  (adjusted  to  the  nearest  one-tenth 
of  1  percent)  of— 

"(A)  one-twelfth  of  the  applicable  percent  change  comput- 
ed under  subsection  (b),  multiplied  by 

"(B)  the  number  of  months  (not  to  exceed  12  months, 
counting  any  portion  of  a  month  as  a  month) — 

(i)  for  which  the  annuity  was  payable  from  the 
Fund  before  the  effective  date  of  the  increase;  or 

"(ii)  in  the  case  of  a  survivor  of  a  deceased  annuitant 
whose  annuity  has  not  been  so  increased,  since  the  an- 
nuity was  first  payable  to  the  deceased  annuitant. 
"(2)  Effective  from  its  commencing  date,  an  annuity  payable 
from  the  Fund  to  an  annuitants  survivor  (other  than  a  widow 
or  widower  whose  annuity  is  computed  under  section  8442(g)  or 
a  child  under  section  8443)  shall  be  increased  by  the  total  per- 
centage by  which  the  deceased  annuitants  annuity  had  been  in- 
creased under  this  section  during  the  period  beginning  on  the 
date  the  deceased  annuitants  annuity  commenced  and  ending 
on  the  date  of  the  deceased  annuitants  death. 

"(3)(A)  An  adjustment  under  subsection  (b)  for  any  year  shall 
not  be  effective  with  respect  to  the  annuity  of  an  annuitant  who 
is  under  62  years  of  age  as  of  the  date  on  which  such  adjust- 
ment would  otherwise  first  take  effect. 
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"(B)(i)  Except  as  provided  in  clause  (ii),  this  paragraph  ap- 
plies only  with  respect  to  an  annuitant  under  section  8412, 
8413,  or  8414^ 

"(ii)  This  paragraph  does  not  apply  with  respect  to  an  annui- 
tant under  subsection  (d)  or  (e)  of  section  8412  or  (in  the  case  of 
an  annuitant  separated  from  service  as  a  military  reserve  tech- 
nician as  a  result  of  disability)  under  section  8414(c). 

"(4)  The  first  increase  (if  any)  made  under  subsection  (b)  to  an 
annuity  which  is  payable  from  the  Fund  to  a  widow  or  widower 
whose  annuity  is  computed  under  section  8442(g)  shall  be  equal 
to  the  product  (adjusted  to  the  nearest  one-tenth  of  1  percent) 
of- 

"(A)  one- twelfth  of  the  applicable  percent  change  comput- 
ed under  subsection  (b),  multiplied  by 

"(B)  the  number  of  months  (not  to  exceed  12  months, 
counting  any  portion  of  a  month  as  a  month)  since — 

(i)  the  effective  date  of  the  adjustment  last  made 
under  this  section  in  the  annuity  of  the  annuitant  on 
whose  service  on  the  widows  or  widower's  annuity  is 
based;  or 

"(ii)  if  the  annuity  of  the  annuitant  (referred  to  in 
clause  (i))  has  not  been  increased  under  this  section,  the 
commencement  date  of  such  annuitants  annuity  (deter- 
mined subject  to  section  8452(a)(1)(B)). 
"(d)  The  monthly  installment  of  an  annuity  after  adjustment 
under  this  section  shall  be  rounded  to  the  next  lowest  dollar.  How- 
ever, the  monthly  installment  shall,  after  adjustment,  reflect  an  in- 
crease of  at  least  $1. 

"(e)  The  $15,000  amount  referred  to  in  section  8442(b)(l)(A)(ii) 
shall  be  increased  at  the  same  time  that,  and  by  the  same  percent  as 
the  percentage  by  which,  annuities  under  subchapter  III  of  chapter 
83  are  increased. 

"§8463.  Rate  of  benefits 

"Each  annuity  payable  from  the  Fund  is  stated  as  an  annual 
amount,  one-twelfth  of  which,  rounded  to  the  next  lower  dollar,  con- 
stitutes the  monthly  rate  payable  on  the  first  business  day  of  the 
first  month  beginning  after  the  month  for  which  it  has  accrued. 

"§  8464.  Commencement  and  termination  of  annuities  of  employees 
and  Members 

"(a)(1)  Except  as  otherwise  provided  in  this  chapter — 

"(A)  an  annuity  payable  from  the  Fund  commences  on  the 
first  day  of  the  month  after — 

"(i)  separation  from  the  service,  in  the  case  of  an  employ- 
ee or  Member  retiring  under  section  8412,  or  subsection  (a) 
or  (b)(1)(B)  of  section  84U;  or 

"(ii)  pay  ceases,  and  the  applicable  age  and  service  re- 
quirements are  met,  in  the  case  of  an  employee  or  Member 
retiring  under  section  8413; 
"(B)  an  annuity  payable  from  the  Fund  commences  on  the 
day  after  separation  from  the  service  in  the  case  of  an  employee 
retiring  under  subsection  (b)(1)(A)  or  (c)  of  section  8414;  and 
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"(C)  an  annuity  payable  from  the  Fund  commences  on  the  day 
after  separation  from  the  service  or  the  day  after  pay  ceases  and 
the  requirements  for  title  to  an  annuity  are  met  in  the  case  of 
an  employee  or  Member  retiring  under  section  8Jf5L 
"(2)  Notwithstanding  paragraph  (l)(A)(i),  an  annuity  payable  from 
the  Fund  commences  on  the  day  after  separation  from  the  service  in 
the  case  of  an  employee  or  Member — 

"(A)  who  retires  under  section  8412;  and 

"(B)  whose  separation  occurs  upon  the  expiration  of  a  term  (or 
other  period)  for  which  the  individual  was  appointed  or  elected. 
"(b)  Except  as  otherwise  provided  in  this  chapter,  the  annuity  of 
an  annuitant  under  subchapter  II  or  V  of  this  chapter  terminates 
on  the  date  death  or  other  terminating  event  occurs. 

"§  8465.  Waiver,  allotment,  and  assignment  of  benefits 

"(a)  An  individual  entitled  to  an  annuity  payable  from  the  Fund 
may  decline  to  accept  all  or  any  part  of  the  amount  of  the  annuity 
by  a  waiver  signed  and  filed  with  the  Office.  The  waiver  may  be  re- 
voked in  writing  at  any  time.  Payment  of  the  annuity  waived  may 
not  be  made  for  the  period  during  which  the  waiver  is  in  effect. 

"(b)  An  individual  entitled  to  an  annuity  payable  from  the  Fund 
may  make  allotments  or  assignments  of  amounts  from  the  annuity 
for  such  purposes  as  the  Office  considers  appropriate. 

"§  8466.  Application  for  benefits 

"(a)  No  payment  of  benefits  based  on  the  service  of  an  employee  or 
Member  shall  be  made  from  the  Fund  unless  an  application  for  pay- 
ment of  the  benefits  is  received  by  the  Office  before  the  one  hundred 
and  fifteenth  anniversary  of  the  birth  of  the  employee  or  Member. 

"(b)  Notwithstanding  subsection  (a)  after  the  death  of  an  employ- 
ee, Member,  or  annuitant,  or  former  employee  or  Member,  a  benefit 
based  on  the  service  of  such  employee,  Member,  or  annuitant,  or 
former  employee  or  Member,  shall  not  be  paid  under  subchapter  II 
or  IV  of  this  chapter  unless  an  application  therefor  is  received  by 
the  Office  within  30  years  after  the  death  or  other  event  which  es- 
tablishes the  entitlement  to  the  benefit. 

"(c)  Payment  due  a  minor,  or  an  individual  mentally  incompetent 
or  under  other  legal  disability,  may  be  made  to  the  person  who  is 
constituted  guardian  or  other  fiduciary  by  the  law  of  the  State  of 
residence  of  the  claimant  or  is  otherwise  legally  vested  with  the  care 
of  the  claimant  or  his  estate.  If  a  guardian  or  other  fiduciary  of  the 
individual  under  legal  disability  has  not  been  appointed  under  the 
law  of  the  State  of  residence  of  the  claimant,  payment  may  be  made 
to  any  person  who,  in  the  judgment  of  the  Office,  is  responsible  for 
the  care  of  the  claimant,  and  the  payment  bars  recovery  by  any 
other  person. 

"§8467.  Court  orders 

"(a)  Payments  under  this  chapter  which  would  otherwise  be  made 
to  an  employee,  Member,  or  annuitant  (including  an  employee, 
Member,  or  annuitant  as  defined  under  section  8331)  based  on  the 
service  of  that  individual  shall  be  paid  (in  whole  or  in  part)  by  the 
Office  or  the  Executive  Director  (as  the  case  may  be),  to  another 
person  if  and  to  the  extent  that  the  terms  of  any  court  decree  of  di- 
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vorce,  annulment,  or  legal  separation,  or  the  terms  of  any  court 
order  or  court-approved  property  settlement  agreement  incident  to 
any  court  decree  of  divorce,  annulment,  or  legal  separation  expressly 
provide.  Any  payment  under  this  subsection  to  a  person  bars  recov- 
ery by  any  other  person. 

"(b)  Subsection  (a)  shall  apply  only  to  payments  made  by  the 
Office  or  the  Executive  Director  under  this  chapter  after  the  date  on 
which  the  Office  or  the  Executive  Director  (as  the  case  may  be)  re- 
ceives written  notice  of  such  decree,  order,  or  agreement,  and  such 
additional  information  and  documentation  as  the  Office  or  the  Ex- 
ecutive Director  may  require. 

"§8468.  Annuities  and  pay  on  reemployment 

"(a)  If  an  annuitant  becomes  employed  in  an  appointive  or  elective 
position  in  the  Government,  payment  of  any  annuity  under  subchap- 
ter II  or  V  of  this  chapter  to  the  annuitant  terminates  effective  on 
the  date  of  the  employment.  The  annuitant's  service  on  and  after 
the  date  the  annuitant  becomes  so  employed  is  covered  by  this  chap- 
ter unless  such  service  is  performed  as  a  justice  or  judge  of  the 
United  States  (as  defined  by  section  451  of  title  28)  or  as  an  employ- 
ee subject  to  another  retirement  system  for  Government  employees. 
Upon  termination  of  the  employment,  the  rights  of  the  annuitant 
under  subchapter  II  or  V  of  this  chapter  (as  the  case  may  be)  shall 
be  redetermined.  If  the  annuitant  dies  while  still  so  employed,  a 
survivor  annuity  payable  with  respect  to  the  deceased  annuitant 
shall  be  redetermined  as  if  the  employment  had  otherwise  terminat- 
ed on  the  date  of  death. 

"(b)  The  amount  of  an  annuity  resulting  from  a  redetermination 
of  rights  under  this  chapter  pursuant  to  subsection  (a)  shall  not  be 
less  than  the  amount  of  the  terminated  annuity  plus  any  increases 
which  (but  for  the  reemployment)  would  have  been  payable  under 
section  8462  after  the  termination  of  the  annuity  and  before  the 
commencement  of  the  redetermined  annuity. 

"(c)  The  redetermined  annuity  commences  on  the  first  day  of  the 
month  after  termination  of  employment. 

"§  8469.  Withholding  of  State  income  taxes 

"(a)  The  Office  shall,  in  accordance  with  this  section,  enter  into 
an  agreement  with  any  State  within  120  days  of  a  request  for  agree- 
ment from  the  proper  State  official.  The  agreement  shall  provide 
that  the  Office  shall  withhold  State  income  tax  in  the  case  of  the 
monthly  annuity  of  any  annuitant  who  voluntarily  requests,  in  writ- 
ing, such  withholding.  The  amounts  withheld  during  any  calendar 
quarter  shall  be  held  in  the  Fund  and  disbursed  to  the  States 
during  the  month  following  that  calendar  quarter. 

"(b)  An  annuitant  may  have  in  effect  at  any  time  only  one  request 
for  withholding  under  this  section,  and  an  annuitant  may  not  have 
more  than  two  such  requests  in  effect  during  any  one  calendar  year. 

"(c)  Subject  to  subsection  (b),  an  annuitant  may  change  the  State 
designated  by  that  annuitant  for  purposes  of  having  withholdings 
made,  and  may  request  that  the  withholdings  be  remitted  in  accord- 
ance with  such  change.  An  annuitant  also  may  revoke  any  request 
of  that  annuitant  for  withholding.  Any  change  in  the  State  desig- 
nated or  revocation  is  effective  on  the  first  day  of  the  month  after 
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the  month  in  which  the  request  or  the  revocation  is  processed  by  the 
Office,  but  in  no  event  later  than  on  the  first  day  of  the  second 
month  beginning  after  the  day  on  which  such  request  or  revocation 
is  received  by  the  Office. 

"(d)  This  section  does  not  give  the  consent  of  the  United  States  to 
the  application  of  a  statute  which  imposes  more  burdensome  re- 
quirements on  the  United  States  than  on  employers  generally,  or 
which  subjects  the  United  States  or  any  annuitant  to  a  penalty  or 
liability  because  of  this  section.  The  Office  may  not  accept  pay  from 
a  State  for  services  performed  in  withholding  State  income  taxes 
from  annuities.  Any  amount  erroneously  withheld  from  an  annuity 
and  paid  to  a  State  by  the  Office  shall  be  repaid  by  the  State  in 
accordance  with  regulations  issued  by  the  Office. 
"(e)  For  the  purpose  of  this  section — 

"(1)  the  term  'State'  means  a  State,  the  District  of  Columbia, 
or  any  territory  or  possession  of  the  United  States;  and 

"(2)  the  term  'annuitant'  includes  a  survivor  who  is  receiving 
an  annuity  from  the  Fund. 

"§8470.  Exemption  from  legal  process;  recovery  of  payments 

"(a)  An  amount  payable  under  subchapter  II,  IV,  or  V  of  this 
chapter  is  not  assignable,  either  in  law  or  equity,  except  under  the 
provisions  of  section  8465  or  8467,  or  subject  to  execution,  levy,  at- 
tachment, garnishment  or  other  legal  process,  except  as  otherwise 
may  be  provided  by  Federal  laws. 

"(b)  Recovery  of  payments  under  subchapter  II,  IV,  or  V  of  this 
chapter  may  not  be  made  from  an  individual  when,  in  the  judgment 
of  the  Office,  the  individual  is  without  fault  and  recovery  would  be 
against  equity  and  good  conscience.  Withholding  or  recovery  of 
money  paid  under  subchapter  II,  IV,  or  V  of  this  chapter  on  account 
of  a  certification  or  payment  made  by  a  former  employee  of  the 
United  States  in  the  discharge  of  his  official  duties  may  be  made 
only  if  the  head  of  the  agency  on  behalf  of  which  the  certification  or 
payment  was  made  certifies  to  the  Office  that  the  certification  or 
payment  involved  fraud  on  the  part  of  the  former  employee. 

"SUBCHAPTER  VII— FEDERAL  RETIREMENT  THRIFT 
INVESTMENT  MANAGEMENT  SYSTEM 

"§8471.  Definitions 

"For  the  purposes  of  this  subchapter — 

"(1)  the  term  'beneficiary'  means  an  individual  (other  than  a 
participant)  entitled  to  payment  from  the  Thrift  Savings  Fund 
under  subchapter  III  of  this  chapter; 

"(2)  the  term  'Council'  means  the  Employee  Thrift  Advisory 
Council  established  under  section  8473  of  this  title; 

"(3)  the  term  'participant'  means  an  individual  for  whom  an 
account  has  been  established  under  section  8439  of  this  title; 

"(4)  the  term  'person'  means  an  individual,  partnership,  joint 
venture,  corporation,  mutual  company,  joint-stock  company, 
trust,  estate,  unincorporated  organization,  association,  or  labor 
organization;  and 

"(5)  the  term  'Thrift  Savings  Fund'  means  the  Thrift  Savings 
Fund  established  under  section  8437  of  this  title. 
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"§  8472.  Federal  Retirement  Thrift  Investment  Board 

"(a)  There  is  established  in  the  Executive  branch  of  the  Govern- 
ment a  Federal  Retirement  Thrift  Investment  Board. 
"(b)  The  Board  shall  be  composed  of— 

"(1)  3  members  appointed  by  the  President,  of  whom  1  shall 
be  designated  by  the  President  as  Chairman;  and 

"(2)  2  members  appointed  by  the  President,  of  whom — 

"(A)  1  shall  be  appointed  by  the  President  after  taking 
into  consideration  the  recommendation  made  by  the  Speak- 
er of  the  House  of  Representatives  in  consultation  with  the 
minority  leader  of  the  House  of  Representatives;  and 

"(B)  1  shall  be  appointed  by  the  President  after  taking 
into  consideration  the  recommendation  made  by  the  majori- 
ty leader  of  the  Senate  in  consultation  with  the  minority 
leader  of  the  Senate. 
"(c)  Except  as  provided  in  section  311  of  the  Federal  Employees ' 
Retirement  System  Act  of  1986,  appointments  under  subsection  (a) 
shall  be  made  by  and  with  the  advice  and  consent  of  the  Senate. 

"(d)  Members  of  the  Board  shall  have  substantial  experience, 
training,  and  expertise  in  the  management  of  financial  investments 
and  pension  benefit  plans. 

"(e)(1)  Except  as  provided  in  section  311  of  the  Federal  Employees' 
Retirement  System  Act  of  1986,  a  member  of  the  Board  shall  be  ap- 
pointed for  a  term  of  4  years,  except  that  of  the  members  first  ap- 
pointed (other  than  the  members  appointed  under  such  section) — 

"(A)  the  Chairman  shall  be  appointed  for  a  term  of  4  years; 
"(B)  the  members  appointed  under  subsection  (b)(2)  shall  be 
appointed  for  terms  of  3  years;  and 

"(C)  the  remaining  members  shall  be  appointed  for  terms  of  2 
years. 

"(2)(A)  A  vacancy  on  the  Board  shall  be  filled  in  the  manner  in 
which  the  original  appointment  was  made  and  shall  be  subject  to 
any  conditions  which  applied  with  respect  to  the  original  appoint- 
ment. 

"(B)  An  individual  chosen  to  fill  a  vacancy  shall  be  appointed  for 
the  unexpired  term  of  the  member  replaced. 

"(3)  The  term  of  any  member  shall  not  expire  before  the  date  on 
which  the  member's  successor  takes  office. 
"(f)  The  Board  shall— 

"(1)  establish  policies  for — 

"(A)  the  investment  and  management  of  the  Thrift  Sav- 
ings Fund;  and 

"(B)  the  administration  of  subchapter  III  of  this  chapter; 
"(2)  review  the  performance  of  investments  made  for  the 
Thrift  Savings  Fund;  and 

"(3)  review  and  approve  the  budget  of  the  Board. 
"(g)(1)  The  Board  may— 

"(A)  adopt,  alter,  and  use  a  seal; 

"(B)  except  as  provided  in  paragraph  (2),  direct  the  Executive 
Director  to  take  such  action  as  the  Board  considers  appropriate 
to  carry  out  the  provisions  of  this  subchapter  and  subchapter 
III  of  this  chapter  and  the  policies  of  the  Board; 
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"(C)  upon  the  concurring  votes  of  four  members,  remove  the 
Executive  Director  from  office  for  good  cause  shown;  and 

"(D)  take  such  other  actions  as  may  be  necessary  to  carry  out 
the  functions  of  the  Board. 
"(2)  Except  in  the  case  of  investments  required  by  section  8438  of 
this  title  to  be  invested  in  securities  of  the  Government,  the  Board 
may  not  direct  the  Executive  Director  to  invest  or  to  cause  to  be  in- 
vested any  sums  in  the  Thrift  Savings  Fund  in  a  specific  asset  or  to 
dispose  of  or  cause  to  be  disposed  of  any  specific  asset  of  such  Fund. 

"(h)  The  members  of  the  Board  shall  discharge  their  responsibil- 
ities solely  in  the  interest  of  participants  and  beneficiaries  under 
this  subchapter  and  subchapter  III  of  this  chapter. 

"§8473.  Employee  Thrift  Advisory  Council 

"(a)  The  Board  shall  establish  an  Employee  Thrift  Advisory 
Council.  The  Council  shall  be  composed  of  14  members  appointed  by 
the  Chairman  of  the  Board  in  accordance  with  subsection  (b). 

"(b)  The  Chairman  shall  appoint  14  members  of  the  Council,  of 
whom — 

"(1)  4  shall  be  appointed  to  represent  the  respective  labor  or- 
ganizations representing  (as  exclusive  representatives)  the  first, 
second,  third,  and  fourth  largest  numbers  of  individuals  subject 
to  chapter  71  of  this  title; 

"(2)  2  shall  be  appointed  to  represent  the  respective  labor  or- 
ganizations which  have  been  accorded  exclusive  recognition 
under  section  1203(a)  of  title  39  representing  the  largest  and 
second  largest  numbers  of  individuals  employed  by  the  United 
States  Postal  Service; 

"(3)  1  shall  be  appointed  to  represent  the  labor  organization 
which  has  been  accorded  exclusive  recognition  under  section 
1203(a)  of  title  39  representing  the  largest  number  of  individ- 
uals employed  by  the  United  States  Postal  Service  as  rural 
letter  carriers; 

"(4)  2  shall  be  appointed  to  represent  the  respective  manageri- 
al organizations  (other  than  an  organization  described  in  para- 
graph (5))  which  consult  with  the  United  States  Postal  Service 
under  section  1004(b)  of  title  39  and  which  represent  the  largest 
and  second  largest  numbers  of  individuals  employed  by  the 
United  States  Postal  Service  as  managerial  personnel; 

"(5)  1  shall  be  appointed  to  represent  the  supervisors'  organi- 
zation as  defined  in  section  1004(h)  of  title  39; 

"(6)  1  shall  be  appointed  to  represent  employee  organizations 
having  as  a  purpose  promoting  the  interests  of  women  in  Gov- 
ernment service; 

"(7)  1  shall  be  appointed  to  represent  the  organization  repre- 
senting the  largest  number  of  individuals  receiving  annuities 
under  this  chapter  or  chapter  83  of  this  title; 

"(8)  1  shall  be  appointed  to  represent  the  organization  repre- 
senting the  largest  number  of  individuals  subject  to  the  Per- 
formance Management  and  Recognition  System  under  chapter 
54  of  this  title;  and 

"(9)  1  shall  be  appointed  to  represent  the  organization  repre- 
senting the  largest  number  of  members  of  the  Senior  Executive 
Service. 
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"(cXD  The  Chairman  of  the  Board  shall  designate  1  member  of 
the  Council  to  serve  as  head  of  the  Council. 

"(2)  A  member  of  the  Council  shall  be  appointed  for  a  term  of  4 
years. 

"(3)(A)  A  vacancy  in  the  Council  shall  be  filled  in  the  manner  in 
which  the  original  appointment  was  made  and  shall  be  subject  to 
any  conditions  which  applied  with  respect  to  the  original  appoint- 
ment. 

"(B)  An  individual  chosen  to  fill  a  vacancy  shall  be  appointed  for 
the  unexpired  term  of  the  member  replaced. 

"(C)  The  term  of  any  member  shall  not  expire  before  the  date  on 
which  the  member's  successor  takes  office. 

"(d)  The  Council  shall  act  by  resolution  of  a  majority  of  the  mem- 
bers. 

"(e)  The  Council  shall — 

"(1)  advise  the  Board  and  the  Executive  Director  on  matters 
relating  to — 

"(A)  investment  policies  for  the  Thrift  Savings  Fund;  and 
"(B)  the  administration  of  this  subchapter  and  subchap- 
ter III  of  this  chapter;  and 
"(2)  perform  such  other  duties  as  the  Board  may  direct  with 
respect  to  investment  funds  established  in  accordance  with  sub- 
chapter III  of  this  chapter. 
"(f)  Section  14(a)(2)  of  the  Federal  Advisory  Committee  Act  shall 
not  apply  to  the  Council. 

"§8474.  Executive  Director 

"(a)(1)  The  Board  shall  appoint,  without  regard  to  the  provisions 
of  law  governing  appointments  in  the  competitive  service,  an  Execu- 
tive Director  by  action  agreed  to  by  a  majority  of  the  members  of  the 
Board. 

"(2)  The  Executive  Director  shall  have  substantial  experience, 
training,  and  expertise  in  the  management  of  financial  investments 
and  pension  benefit  plans. 

"(b)  The  Executive  Director  shall — 

"(1)  carry  out  the  policies  established  by  the  Board; 
"(2)  invest  and  manage  the  Thrift  Savings  Fund  in  accord- 
ance with  the  investment  policies  and  other  policies  established 
by  the  Board; 

"(3)  purchase  annuity  contracts  and  provide  for  the  payment 
of  other  benefits  under  subchapter  III  of  this  chapter; 

"(4)  administer  the  provisions  of  this  subchapter  and  sub- 
chapter III  of  this  chapter; 

"(5)  prescribe  such  regulations  (other  than  regulations  relat- 
ing to  fiduciary  responsibilities)  as  may  be  necessary  for  the  ad- 
ministration of  this  subchapter  and  subchapter  III  of  this  chap- 
ter; and 

"(6)  meet  from  time  to  time  with  the  Council  upon  request  of 
the  Council. 
"(c)  The  Executive  Director  may — 

"(1)  prescribe  such  regulations  as  may  be  necessary  to  carry 
out  the  responsibilities  of  the  Executive  Director  under  this  sec- 
tion, other  than  regulations  relating  to  fiduciary  responsibil- 
ities; 
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"(2)  appoint  such  personnel  as  may  be  necessary  to  carry  out 
the  provisions  of  this  subchapter  and  subchapter  III  of  this 
chapter; 

"(3)  subject  to  approval  by  the  Board,  procure  the  services  of 
experts  and  consultants  under  section  3109  of  this  title; 

"(4)  secure  directly  from  an  Executive  agency,  the  United 
States  Postal  Service,  or  the  Postal  Rate  Commission  any  infor- 
mation necessary  to  carry  out  the  provisions  of  this  subchapter 
or  subchapter  III  of  this  chapter  and  policies  of  the  Board; 

"(5)  make  such  payments  out  of  sums  in  the  Thrift  Savings 
Fund  as  the  Executive  Director  determines  are  necessary  to 
carry  out  the  provisions  of  this  subchapter  and  subchapter  III 
of  this  chapter  and  the  policies  of  the  Board; 

"(6)  pay  the  compensation,  per  diem,  and  travel  expenses  of 
individuals  appointed  under  paragraphs  (2),  (3),  and  (7)  of  this 
subsection  from  the  Thrift  Savings  Fund; 

"(7)  accept  and  use  the  services  of  individuals  employed  inter- 
mittently in  the  Government  service  and  reimburse  such  indi- 
viduals for  travel  expenses,  as  authorized  by  section  5703  of  this 
title,  including  per  diem  as  authorized  by  section  5702  of  this 
title; 

"(8)  except  as  otherwise  expressly  prohibited  by  law  or  the 
policies  of  the  Board,  delegate  any  of  the  Executive  Director's 
functions  to  such  employees  under  the  Board  as  the  Executive 
Director  may  designate  and  authorize  such  successive  redelega- 
tions  of  such  functions  to  such  employees  under  the  Board  as 
the  Executive  Director  may  consider  to  be  necessary  or  appropri- 
ate; and 

"(9)  take  such  other  actions  as  are  appropriate  to  carry  out 
the  functions  of  the  Executive  Director. 

"§8475.  Investment  policies 

"The  Board  shall  develop  investment  policies  under  section 
8472(f)(1)  of  this  title  which  provide  for — 

(1)  prudent  investments  suitable  for  accumulating  funds  for 
payment  of  retirement  income;  and 
"(2)  low  administrative  costs. 

"§8476.  Administrative  provisions 

"(a)  The  Board  shall  meet — 

"(1)  not  less  than  once  during  each  month;  and 
"(2)  at  additional  times  at  the  call  of  the  Chairman. 

"(b)(1)  Except  as  provided  in  sections  8472(g)(1)(C)  and  8474(a)(1) 
of  this  title,  the  Board  shall  perform  the  functions  and  exercise  the 
powers  of  the  Board  on  a  majority  vote  of  a  quorum  of  the  Board. 

"(2)  A  vacancy  on  the  Board  shall  not  impair  the  authority  of  a 
quorum  of  the  Board  to  perform  the  functions  and  exercise  the 
powers  of  the  Board. 

"(c)  Three  members  of  the  Board  shall  constitute  a  quorum  for  the 
transaction  of  business. 

"(d)(1)  Each  member  of  the  Board  who  is  not  an  officer  or  employ- 
ee of  the  Federal  Government  shall  be  compensated  at  the  daily  rate 
of  basic  pay  for  grade  GS-18  of  the  General  Schedule  for  each  day 
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during  which  such  member  is  engaged  in  performing  a  function  of 
the  Board. 

"(2)  A  member  of  the  Board  shall  be  paid  travel,  per  diem,  and 
other  necessary  expenses  under  subchapter  I  of  chapter  57  of  this 
title  while  traveling  away  from  such  member's  home  or  regular 
place  of  business  in  the  performance  of  the  duties  of  the  Board. 

"(3)  Payments  authorized  under  this  subsection  shall  be  paid  from 
the  Thrift  Savings  Fund. 

"(e)  The  accrued  annual  leave  of  any  employee  who  is  a  member 
of  the  Board  or  the  Council  shall  not  be  charged  for  any  time  used 
in  performing  services  for  the  Board  or  the  Council. 

"§8477.  Fiduciary  responsibilities;  liability  and  penalties 

"(a)  For  the  purposes  of  this  section — 

"(1)  the  term  'account'  is  not  limited  by  the  definition  provid- 
ed in  section  8401(1); 

"(2)  the  term  'adequate  consideration '  means — 

"(A)  in  the  case  of  a  security  for  which  there  is  a  general- 
ly recognized  market — 

"(i)  the  price  of  the  security  prevailing  on  a  national 
securities  exchange  which  is  registered  under  section  6 
of  the  Securities  Exchange  Act  of  1934;  or 

"(ii)  if  the  security  is  not  traded  on  such  a  national 
securities  exchange,  a  price  not  less  favorable  to  the 
Thrift  Savings  Fund  than  the  offering  price  for  the  se- 
curity as  established  by  the  current  bid  and  asked 
prices  quoted  by  persons  independent  of  the  issuer  and 
of  any  party  in  interest;  and 
"(B)  in  the  case  of  an  asset  other  than  a  security  for 
which  there  is  a  generally  recognized  market,  the  fair 
market  value  of  the  asset  as  determined  in  good  faith  by  a 
fiduciary  or  fiduciaries  in  accordance  with  regulations  pre- 
scribed by  the  Secretary  of  Labor; 
"(3)  the  term  'fiduciary'  means — 
"(A)  a  member  of  the  Board; 
"(B)  the  Executive  Director; 

"(C)  any  person  who  has  or  exercises  discretionary  au- 
thority or  discretionary  control  over  the  management  or  dis- 
position of  the  assets  of  the  Thrift  Savings  Fund;  and 

"(D)  any  person  who,  with  respect  to  the  Thrift  Savings 
Fund,  is  described  in  section  3(21)(A)  of  the  Employee  Re- 
tirement Income  Security  Act  of  1974  (29  U.S.C. 
(  1002(21)(A));  and 

"(4)  the  term  'party  in  interest'  includes — 
"(A)  any  fiduciary; 

"(B)  any  counsel  to  a  person  who  is  a  fiduciary,  with  re- 
spect to  the  actions  of  such  person  as  a  fiduciary; 
"(C)  any  participant; 

"(D)  any  person  providing  services  to  the  Board  and,  with 
respect  to  the  actions  of  the  Executive  Director  as  a  fiduci- 
ary any  person  providing  services  to  the  Executive  Director; 

"(E)  a  labor  organization,  the  members  of  which  are  par- 
ticipants; 
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"(F)  a  spouse,  sibling,  ancestor,  lineal  descendant,  or 
spouse  of  a  lineal  descendant  of  a  person  described  in  sub- 
paragraph (A),  (B),  or  (D); 

"(G)  a  corporation,  partnership,  or  trust  or  estate  of 
which,  or  in  which,  at  least  50 percent  of— 

"(i)  the  combined  voting  power  of  all  classes  of  stock 
entitled  to  vote  or  the  total  value  of  shares  of  all  class- 
es of  stock  of  such  corporation; 

"(ii)  the  capital  interest  or  profits  interest  of  such 
partnership;  or 

"(Hi)  the  beneficial  interest  of  such  trust  or  estate, 
is  owned  directly  or  indirectly,  or  held  by  a  person  de- 
scribed in  subparagraph  (A),  (B),  (D),  or  (E); 

"(H)  an  official  (including  a  director)  of,  or  an  individual 
employed  by,  a  person  described  in  subparagraph  (A),  (B), 
(D),  (E),  or  (G),  or  an  individual  having  powers  or  responsi- 
bilities similar  to  those  of  such  an  official; 

"(I)  a  holder  (directly  or  indirectly)  of  at  least  10  percent 
of  the  shares  in  a  person  described  in  any  subparagraph  re- 
ferred to  in  subparagraph  (H);  and 

"(J)  a  person  who,  directly  or  indirectly,  is  at  least  a  10 
percent  partner  or  joint  venturer  (measured  in  capital  or 
profits)  in  a  person  described  in  any  subparagraph  referred 
to  in  subparagraph  (H). 
"(b)(1)  To  the  extent  not  inconsistent  with  the  provisions  of  this 
chapter  and  the  policies  prescribed  by  the  Board,  a  fiduciary  shall 
discharge  his  responsibilities  with  respect  to  the  Thrift  Savings 
Fund  or  applicable  portion  thereof  solely  in  the  interest  of  the  par- 
ticipants and  beneficiaries  and — 

"(A)  for  the  exclusive  purpose  of— 

"(i)  providing  benefits  to  participants  and  their  benefici- 
aries; and 

"(ii)  defraying  reasonable  expenses  of  administering  the 
Thrift  Savings  Fund  or  applicable  portions  thereof; 
"(B)  with  the  care,  skill,  prudence,  and  diligence  under  the 
circumstances  then  prevailing  that  a  prudent  individual  acting 
in  a  like  capacity  and  familiar  with  such  matters  would  use  in 
the  conduct  of  an  enterprise  of  a  like  character  and  with  like 
objectives;  and 

"(C)  to  the  extent  permitted  by  section  8438  of  this  title,  by 
diversifying  the  investments  of  the  Thrift  Savings  Fund  or  ap- 
plicable portions  thereof  so  as  to  minimize  the  risk  of  large 
losses,  unless  under  the  circumstances  it  is  clearly  prudent  not 
to  do  so. 

"(2)  No  fiduciary  may  maintain  the  indicia  of  ownership  of  any 
assets  of  the  Thrift  Savings  Fund  outside  the  jurisdiction  of  the  dis- 
trict courts  of  the  United  States. 

"(c)(1)  A  fiduciary  shall  not  permit  the  Thrift  Savings  Fund  to 
engage  in  any  of  the  following  transactions,  except  in  exchange  for 
adequate  consideration: 

"(A)  A  transfer  of  any  assets  of  the  Thrift  Savings  Fund  to 
any  person  the  fiduciary  knows  or  should  know  to  be  a  party  in 
interest  or  the  use  of  such  assets  by  any  such  person. 
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"(B)  An  acquisition  of  any  property  from  or  sale  of  any  prop- 
erty to  the  Thrift  Savings  Fund  by  any  person  the  fiduciary 
knows  or  should  know  to  be  a  party  in  interest 

"(C)  A  transfer  or  exchange  of  services  between  the  Thrift 
Savings  Fund  and  any  person  the  fiduciary  knows  or  should 
know  to  be  a  party  in  interest. 
"(2)  Notwithstanding  paragraph  (1),  a  fiduciary  with  respect  to 
the  Thrift  Savings  Fund  shall  not — 

"(A)  deal  with  any  assets  of  the  Thrift  Savings  Fund  in  his 
own  interest  or  for  his  own  account; 

"(B)  act,  in  an  individual  capacity  or  any  other  capacity,  in 
any  transaction  involving  the  Thrift  Savings  Fund  on  behalf  of 
a  party,  or  representing  a  party,  whose  interests  are  adverse  to 
the  interests  of  the  Thrift  Savings  Fund  or  the  interests  of  its 
participants  or  beneficiaries;  or 

"(C)  receive  any  consideration  for  his  own  personal  account 
from  any  party  dealing  with  sums  credited  to  the  Thrift  Sav- 
ings Fund  in  connection  with  a  transaction  involving  assets  of 
the  Thrift  Savings  Fund. 
"(3)(A)  The  Secretary  of  Labor  may,  in  accordance  with  procedures 
which  the  Secretary  shall  by  regulation  prescribe,  grant  a  condition- 
al or  unconditional  exemption  of  any  fiduciary  or  transaction,  or 
class  of  fiduciaries  or  transactions,  from  all  or  part  of  the  restric- 
tions imposed  by  paragraph  (2). 

"(B)  An  exemption  granted  under  this  paragraph  shall  not  relieve 
a  fiduciary  from  any  other  applicable  provision  of  this  chapter. 

"(C)  The  Secretary  of  Labor  may  not  grant  an  exemption  under 
this  paragraph  unless  he  finds  that  such  exemption  is — 
"(i)  administratively  feasible; 

(ii)  in  the  interests  of  the  Thrift  Savings  Fund  and  of  its 
participants  and  beneficiaries;  and 

"(Hi)  protective  of  the  rights  of  participants  and  beneficiaries 
of  such  Fund. 

"(D)  An  exemption  under  this  paragraph  may  not  be  granted 
unless — 

"(i)  notice  of  the  proposed  exemption  is  published  in  the  Fed- 
eral Register; 

"(ii)  interested  persons  are  given  an  opportunity  to  present 
views;  and 

"(Hi)  the  Secretary  of  Labor  affords  an  opportunity  for  a  hear- 
ing and  makes  a  determination  on  the  record  with  respect  to 
the  respective  requirements  of  clauses  (i),  (ii),  and  (Hi)  of  sub- 
paragraph (C). 
"(d)  This  section  does  not  prohibit  any  fiduciary  from — 

"(1)  receiving  any  benefit  which  the  fiduciary  is  entitled  to  re- 
ceive under  this  subchapter  or  subchapter  III  of  this  chapter  as 
a  participant  or  beneficiary; 

"(2)  receiving  any  reasonable  compensation  authorized  by  this 
subchapter  for  services  rendered,  or  for  reimbursement  of  ex- 
penses properly  and  actually  incurred,  in  the  performance  of  the 
fiduciary's  duties  under  this  chapter;  or 

"(3)  serving  as  a  fiduciary  in  addition  to  being  an  officer,  em- 
ployee, agent,  or  other  representative  of  a  party  in  interest. 
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"(e)(1)(A)  Any  fiduciary  that  breaches  the  responsibilities,  duties, 
and  obligations  set  out  in  subsection  (b)  or  violates  subsection  (c) 
shall  be  personally  liable  to  the  Thrift  Savings  Fund  for  any  losses 
to  such  Fund  resulting  from  each  such  breach  or  violation  and  to 
restore  to  such  Fund  any  profits  made  by  the  fiduciary  through  use 
of  assets  of  such  Fund  by  the  fiduciary,  and  shall  be  subject  to  such 
other  equitable  or  remedial  relief  as  a  court  considers  appropriate.  A 
fiduciary  may  be  removed  for  a  breach  referred  to  in  the  preceding 
sentence. 

"(B)  The  Secretary  of  Labor  may  assess  a  civil  penalty  against  a 
party  in  interest  with  respect  to  each  transaction  which  is  engaged 
in  by  the  party  in  interest  and  is  prohibited  by  subsection  (c).  The 
amount  of  such  penalty  shall  be  equal  to  5  percent  of  the  amount 
involved  in  each  such  transaction  (as  defined  in  section  4975(f)(4)  of 
the  Internal  Revenue  Code  of  1954)  for  each  year  or  part  thereof 
during  which  the  prohibited  transaction  continues,  except  that,  if 
the  transaction  is  not  corrected  (in  such  manner  as  the  Secretary  of 
Labor  shall  prescribe  by  regulation  consistent  with  section  4975(f)(5) 
of  such  Code)  within  90  days  after  the  date  the  Secretary  of  Labor 
transmits  notice  to  the  party  in  interest  (or  such  longer  period  as  the 
Secretary  of  Labor  may  permit),  such  penalty  may  be  in  an  amount 
not  more  than  100  percent  of  the  amount  involved. 

"(C)  A  fiduciary  shall  not  be  liable  under  subparagraph  (A)  with 
respect  to  a  breach  of  fiduciary  duty  under  subsection  (b)  committed 
before  becoming  a  fiduciary  or  after  ceasing  to  be  a  fiduciary. 

"(D)  A  fiduciary  shall  be  jointly  and  severally  liable  under  sub- 
paragraph (A)  for  a  breach  of  fiduciary  duty  under  subsection  (b)  by 
another  fiduciary  if— 

"(i)  the  fiduciary  participates  knowingly  in,  or  knowingly  un- 
dertakes to  conceal,  an  act  or  omission  of  such  other  fiduciary, 
knowing  such  act  or  omission  is  such  a  breach; 

"(ii)  by  the  fiduciary's  failure  to  comply  with  subsection  (b)  in 
the  administration  of  the  fiduciary's  specific  responsibilities 
which  give  rise  to  the  fiduciary  status,  the  fiduciary  has  en- 
abled such  other  fiduciary  to  commit  such  a  breach;  or 

(Hi)  the  fiduciary  has  knowledge  of  a  breach  by  such  other 
fiduciary,  unless  the  fiduciary  makes  reasonable  efforts  under 
the  circumstances  to  remedy  the  breach. 
"(E)  The  Secretary  of  Labor  shall  prescribe,  in  regulations,  proce- 
dures for  allocating  fiduciary  responsibilities  among  fiduciaries,  in- 
cluding investment  managers.  Any  fiduciary  who,  pursuant  to  such 
procedures,  allocates  to  a  person  or  persons  any  fiduciary  responsi- 
bility shall  not  be  liable  for  an  act  or  omission  of  such  person  or 
persons  unless — 

"(i)  such  fiduciary  violated  subsection  (b)  with  respect  to  the 
allocation,  with  respect  to  the  implementation  of  the  procedures 
prescribed  by  the  Board,  or  in  continuing  such  allocation;  or 

"(ii)  such  fiduciary  would  otherwise  be  liable  in  accordance 
with  subparagraph  (D). 
"(2)  A  civil  action  may  be  brought  in  the  district  courts  of  the 
United  States — 

"(A)  by  the  Secretary  of  Labor — 

"(i)  to  determine  and  enforce  a  liability  under  paragraph 
(D(A); 
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"(ii)  to  collect  any  civil  penalty  under  paragraph  (1)(B);  or 
"(Hi)  to  enjoin  any  act  or  practice  which  violates  subsec- 
tion (g)(2)  or  (h)  of  section  8^72  of  this  title; 
"(B)  by  the  Secretary  of  Labor,  any  participant,  beneficiary,  or 
fiduciary — 

(i)  to  enjoin  any  act  or  practice  which  violates  any  provi- 
sion of  subsection  (b)  or  (c);  or 

"(ii)  to  obtain  any  other  appropriate  equitable  relief  to  re- 
dress a  violation  of  any  such  provision;  or 
"(C)  by  any  participant  or  beneficiary  to  recover  benefits  due 
to  him  or  her  under  the  provisions  of  subchapter  III  of  this 
chapter,  to  enforce  his  or  her  rights  under  such  provisions,  or  to 
clarify  his  or  her  rights  to  future  benefits  under  such  provi- 
sions. 

"(3)  An  action  may  not  be  commenced  under  paragraph  (2)  with 
respect  to  a  fiduciary's  breach  of  any  responsibility,  duty,  or  obliga- 
tion under  subsection  (b)  or  a  violation  of  subsection  (c)  after  the 
earlier  of— 

"(A)  6  years  after  (i)  the  date  of  the  last  action  which  consti- 
tuted a  part  of  the  breach  or  violation,  or  (ii)  in  the  case  of  an 
omission,  the  latest  date  on  which  the  fiduciary  could  have 
cured  the  breach  or  violation;  or 

"(B)  3  years  after  the  earliest  date  on  which  the  plaintiff  had 
actual  knowledge  of  the  breach  or  violation,  except  that,  in  the 
case  of  fraud  or  concealment,  such  action  may  be  commenced 
not  later  than  6  years  after  the  date  of  discovery  of  such  breach 
or  violation. 

"(4)(A)  The  district  courts  of  the  United  States  shall  have  exclu- 
sive jurisdiction  of  civil  actions  under  this  subsection. 

"(B)  An  action  under  this  subsection  may  be  brought  in  the  Dis- 
trict Court  of  the  United  States  for  the  District  of  Columbia  or  a 
district  court  of  the  United  States  in  the  district  where  the  breach 
alleged  in  the  complaint  or  petition  filed  in  the  action  took  place  or 
in  the  district  where  a  defendant  resides  or  may  be  found.  Process 
may  be  served  in  any  other  district  where  a  defendant  resides  or 
may  be  found. 

"(5)(A)  A  copy  of  the  complaint  or  petition  filed  in  any  action 
brought  under  this  subsection  (other  than  by  the  Secretary  of  Labor) 
shall  be  served  on  the  Executive  Director,  the  Secretary  of  Labor, 
and  the  Secretary  of  the  Treasury  by  certified  mail. 

"(B)  Any  officer  referred  to  in  subparagraph  (A)  of  this  paragraph 
shall  have  the  right  in  his  discretion  to  intervene  in  any  action.  If 
the  Secretary  of  Labor  brings  an  action  under  paragraph  (2)  of  this 
subsection  on  behalf  of  a  participant  or  beneficiary,  he  shall  notify 
the  Executive  Director  and  the  Secretary  of  the  Treasury. 

"(f)  The  Secretary  of  Labor  may  prescribe  regulations  to  carry  out 
this  section. 

"(g)(1)  The  Secretary  of  Labor  shall  establish  a  program  to  carry 
out  audits  to  determine  the  level  of  compliance  with  the  require- 
ments of  this  section  relating  to  fiduciary  responsibilities  and  pro- 
hibited activities  of  fiduciaries. 

"(2)  An  audit  under  this  subsection  may  be  conducted  by  the  Sec- 
retary of  Labor,  by  contract  with  a  qualified  non-governmental  orga- 
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nization,  or  in  cooperation  with  the  Comptroller  General  of  the 
United  States,  as  the  Secretary  considers  appropriate. 

"§  8478.  Bonding 

"(a)(1)  Except  as  provided  in  paragraph  (2),  each  fiduciary  (other 
than  a  member  of  the  Employee  Thrift  Advisory  Council  with  re- 
spect to  his  duties  as  a  member)  and  each  person  who  handles  funds 
or  property  of  the  Thrift  Savings  Fund  shall  be  bonded  as  provided 
in  this  section. 

"(2)(A)  Bond  shall  not  be  required  of  a  fiduciary  (or  of  any  officer 
or  employee  of  such  fiduciary)  if  such  fiduciary — 

"(i)  is  a  corporation  organized  and  doing  business  under  the 
laws  of  the  United  States  or  of  any  State; 

"(ii)  is  authorized  under  such  laws  to  exercise  trust  powers  or 
to  conduct  an  insurance  business; 

"(Hi)  is  subject  to  supervision  or  examination  by  Federal  or 
State  authority;  and 

"(iv)  has  at  all  times  a  combined  capital  and  surplus  in 
excess  of  such  minimum  amount  (not  less  than  $1,000,000)  as 
the  Secretary  of  Labor  prescribes  in  regulations. 
"(B)  If- 

"(i)  a  bank  or  other  financial  institution  would,  but  for  this 
subparagraph,  not  be  required  to  be  bonded  under  this  section 
by  reason  of  the  application  of  the  exception  provided  in  sub- 
paragraph (A), 

"(ii)  the  bank  or  financial  institution  is  authorized  to  exercise 
trust  powers,  and 

"(Hi)  the  deposits  of  the  bank  or  financial  institution  are  not 
insured  by  the  Federal  Deposit  Insurance  Corporation  or  the 
Federal  Savings  and  Loan  Insurance  Corporation, 

such  exception  shall  apply  to  such  bank  or  financial  institution 
only  if  the  bank  or  institution  meets  bonding  requirements  under 
State  law  which  the  Secretary  of  Labor  determines  are  at  least 
equivalent  to  those  imposed  on  banks  by  Federal  law. 

"(b)(1)  The  Secretary  of  Labor  shall  prescribe  the  amount  of  a 
bond  under  this  section  at  the  beginning  of  each  fiscal  year.  Except 
as  otherwise  provided  in  this  paragraph,  such  amount  shall  not  be 
less  than  10  percent  of  the  amount  of  funds  handled.  In  no  case 
shall  such  bond  be  less  than  $1,000  nor  more  than  $500,000,  except 
that  the  Secretary  of  Labor,  after  due  notice  and  opportunity  for 
hearing  to  all  interested  parties,  and  other  consideration  of  the 
record,  may  prescribe  an  amount  in  excess  of  $500,000. 

"(2)  For  the  purpose  of  prescribing  the  amount  of  a  bond  under 
paragraph  (1),  the  amount  of  funds  handled  shall  be  determined  by 
reference  to  the  amount  of  the  funds  handled  by  the  person,  group, 
or  class  to  be  covered  by  such  bond  or  by  their  predecessor  or  prede- 
cessors, if  any,  during  the  preceding  fiscal  year,  or  to  the  amount  of 
funds  to  be  handled  during  the  current  fiscal  year  by  such  person, 
group,  or  class,  estimated  as  provided  in  regulations  prescribed  by 
the  Secretary  of  Labor. 

"(c)  A  bond  required  by  subsection  (a) — 

"(1)  shall  include  such  terms  and  conditions  as  the  Secretary 
of  Labor  considers  necessary  to  protect  the  Thrift  Savings  Fund 
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against  loss  by  reason  of  acts  of  fraud  or  dishonesty  on  the  part 
of  the  bonded  person  directly  or  through  connivance  with 
others; 

"(2)  shall  have  as  surety  thereon  a  corporate  surety  company 
which  is  an  acceptable  surety  on  Federal  bonds  under  authority 
granted  by  the  Secretary  of  the  Treasury  pursuant  to  sections  6 
through  13  of  title  6;  and 

"(3)  shall  be  in  a  form  or  of  a  type  approved  by  the  Secretary 
of  Labor,  including  individual  bonds  or  schedule  or  blanket 
forms  of  bonds  which  cover  a  group  or  class. 
"(d)(1)  It  shall  be  unlawful  for  any  person  to  whom  subsection  (a) 
applies,  to  receive,  handle,  disburse,  or  otherwise  exercise  custody  or 
control  of  any  of  the  funds  or  other  property  of  the  Thrift  Savings 
Fund  without  being  bonded  as  required  by  this  section. 

"(2)  It  shall  be  unlawful  for  any  fiduciary,  or  any  other  person 
having  authority  to  direct  the  performance  of  functions  described  in 
paragraph  (1),  to  permit  any  such  function  to  be  performed  by  any 
person  to  whom  subsection  (a)  applies  unless  such  person  has  met 
the  requirements  of  such  subsection. 

"(e)  Notwithstanding  any  other  provision  of  law,  any  person  who 
is  required  to  be  bonded  as  provided  in  subsection  (a)  shall  be 
exempt  from  any  other  provision  of  law  which  would,  but  for  this 
subsection,  require  such  person  to  be  bonded  for  the  handling  of  the 
funds  or  other  property  of  the  Thrift  Savings  Fund. 

"(f)  The  Secretary  of  Labor  shall  prescribe  such  regulations  as 
may  be  necessary  to  carry  out  the  provisions  of  this  section,  includ- 
ing exempting  a  person  or  class  of  persons  from  the  requirements  of 
this  section. 

"§  8479.  Exculpatory  provisions;  insurance 

"(a)  Any  provision  in  an  agreement  or  instrument  which  purports 
to  relieve  a  fiduciary  from  responsibility  or  liability  for  any  respon- 
sibility, obligation,  or  duty  under  this  subchapter  shall  be  void. 

"(b)(1)  The  Executive  Director  may  require  employing  agencies  to 
contribute  an  amount  not  to  exceed  1  percent  of  the  amount  such 
agencies  are  required  to  contribute  in  accordance  with  section 
8432(c)  of  this  title  to  the  Thrift  Savings  Fund. 

"(2)  The  sums  credited  to  the  Thrift  Savings  Fund  under  para- 
graph (1)  shall  be  available  and  may  be  used  at  the  discretion  of  the 
Executive  Director  to  purchase  insurance  to  cover  potential  liability 
of  persons  who  serve  in  a  fiduciary  capacity  with  respect  to  the 
Thrift  Savings  Fund,  without  regard  to  whether  a  policy  of  insur- 
ance permits  recourse  by  the  insurer  against  the  fiduciary  in  the 
case  of  a  breach  of  a  fiduciary  obligation. ". 

(b)  Conforming  Amendment. — The  table  of  chapters  at  the  begin- 
ning of  part  III  of  title  5,  United  States  Code,  is  amended  by  insert- 
ing after  the  item  relating  to  chapter  83  the  following  new  item: 

"84-  Federal  Employees'  Retirement  System   8401.  ". 
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TITLE  II— OTHER  AMENDMENTS  TO  TITLE 
5  OF  THE  UNITED  STATES  CODE 

SEC.  201.  TREATMENT  UNDER  CIVIL  SERVICE  RETIREMENT  SYSTEM  OF 
CERTAIN  INDIVIDUALS  EXCLUDED  FROM  FEDERAL  EMPLOY- 
EES'RETIREMENT  SYSTEM. 

(a)  Deductions,  Contributions,  and  Deposits. — (1)  Section  8334 
of  title  5,  United  States  Code,  is  amended  by  adding  at  the  end 
thereof  the  following: 

"(k)(l)  Effective  with  respect  to  pay  periods  beginning  after  Decem- 
ber 31,  1986,  in  administering  this  section  in  the  case  of  an  individ- 
ual described  in  section  8402(b)(2)  of  this  title — 

"(A)  the  amount  to  be  deducted  and  withheld  by  the  employ- 
ing agency  shall  be  determined  in  accordance  with  paragraph 
(2)  of  this  subsection  instead  of  the  first  sentence  of  subsection 
(a)(1)  of  this  section;  and 

"(B)  the  amount  of  the  contribution  under  the  second  sentence 
of  subsection  (a)(1)  of  this  section  shall  be  the  amount  which 
would  have  been  contributed  under  such  sentence  if  this  subsec- 
tion had  not  been  enacted. 
"(2)(A)  With  respect  to  Federal  wages  of  an  employee  or  Member 
(or  that  portion  thereof)  not  exceeding  the  contribution  and  benefit 
base  during  the  calendar  year  involved,  the  appropriate  amount  to 
be  deducted  and  withheld  under  this  subsection  is  the  amount  by 
which — 

"(i)  the  total  deduction  for  those  wages  (or  for  that  portion) 
exceeds; 

"(ii)  the  OASDI  contribution  with  respect  to  those  wages  (or 
that  portion). 

"(B)  With  respect  to  any  portion  of  Federal  wages  of  an  employee 
or  Member  which  exceed  the  contribution  and  benefit  base  during 
the  calendar  year  involved,  the  appropriate  amount  to  be  deducted 
and  withheld  under  this  subsection  is  an  amount  equal  to  the  total 
deduction  for  that  portion. 

"(C)  For  purposes  of  this  paragraph — 

"(i)  the  term  Federal  wages'  means  basic  pay  for  service  as  an 
employee  or  Member,  as  the  case  may  be; 

"(ii)  the  term  'contribution  and  benefit  base'  means  the  con- 
tribution and  benefit  base  in  effect  with  respect  to  the  period  in- 
volved, as  determined  under  section  230  of  the  Social  Security 
Act; 

"(Hi)  the  term  'total  deduction',  as  used  with  respect  to  any 
Federal  wages  (or  portion  thereof),  means  an  amount  equal  to 
the  amount  of  those  wages  (or  of  that  portion),  multiplied  by 
the  percentage  which  (but  for  this  subsection)  would  apply 
under  the  first  sentence  of  subsection  (a)(1)  with  respect  to  the 
individual  involved;  and 

"(iv)  the  term  'OASDI  contribution',  with  respect  to  any 
income,  means  the  amount  of  tax  which  may  be  imposed  under 
section  3101(a)  of  the  Internal  Revenue  Code  of  1954  with  re- 
spect to  such  income  (determined  without  regard  to  any  income 
which  is  not  a  part  of  Federal  wages). 
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"(3)  The  amount  of  a  deposit  under  subsection  (c)  of  this  section 
for  any  service  with  respect  to  which  paragraph  (1)  of  this  subsec- 
tion applies  shall  be  equal  to  an  amount  determined  based  on  the 
preceding  provisions  of  this  subsection,  and  shall  include  interest ". 

(2)  Such  section  8334  is  further  amended — 

(A)  in  paragraphs  (1)  and  (2)  of  subsection  (e),  by  striking  out 
"or  (j)"  and  inserting  in  lieu  thereof  "(j),  or  (k)"; 

(B)  in  subsection  (f),  by  inserting  "or  (k)"  after  "subsection 
(a)1)  and 

(C)  in  subsection  (h),  by  striking  out  "and  (j)"  and  inserting  in 
lieu  thereof  "(j),  and  (k)". 

(b)  Offset  in  Benefits. — (1)  Subchapter  III  of  chapter  83  of  title 
5,  United  States  Code,  is  amended  by  adding  at  the  end  thereof  the 
following: 

"§  8349.  Offset  relating  to  certain  benefits  under  the  Social  Security 
Act 

"(a)(1)  Notwithstanding  any  other  provision  of  this  subchapter,  if 
an  individual  under  section  8402(b)(2)  is  entitled,  or  would  on 
proper  application  be  entitled,  to  old-age  insurance  benefits  under 
title  II  of  the  Social  Security  Act,  the  annuity  otherwise  payable  to 
such  individual  shall  be  reduced  under  this  subsection. 

"(2)  A  reduction  under  this  subsection  commences  beginning  with 
the  first  month  for  which  the  individual  both — 

"(A)  is  entitled  to  an  annuity  under  this  subchapter;  and 
"(B)  is  entitled,  or  would  on  proper  application  be  entitled,  to 
old-age  insurance  benefits  under  title  II  of  the  Social  Security 
Act. 

"(3)(A)(i)  Subject  to  clause  (ii)  and  subparagraphs  (B)  and  (C),  the 
amount  of  a  reduction  under  this  subsection  shall  be  equal  to  the 
difference  between — 

"(I)  the  old-age  insurance  benefit  which  would  be  payable  to 
the  individual  for  the  month  referred  to  in  paragraph  (2);  and 
"(II)  the  old-age  insurance  benefit  which  would  be  so  payable, 
excluding  all  wages  derived  from  Federal  service  of  the  individ- 
ual, and  assuming  the  individual  were  fully  insured  (as  defined 
by  section  214(a)  of  the  Social  Security  Act), 
"(ii)  For  purposes  of  this  subsection,  the  amount  of  a  benefit  re- 
ferred to  in  subclause  (I)  or  (II)  of  clause  (i)  shall  be  determined 
without  regard  to  subsections  (b)  through  (I)  of  section  203  of  the 
Social  Security  Act,  and  without  regard  to  the  requirement  that  an 
application  for  such  benefit  be  filed. 

"(B)  A  reduction  under  this  subsection — 

"(i)  may  not  exceed  an  amount  equal  to  the  product  of— 

"(I)  the  old-age  insurance  benefit  to  which  the  individual 
is  entitled  (or  would  on  proper  application  be  entitled)  for 
the  month  referred  to  in  paragraph  (2),  determined  without 
regard  to  subsections  (b)  through  (I)  of  section  203  of  the 
Social  Security  Act;  and 

"(II)  a  fraction,  as  determined  under  section  8421(b)(3) 
with  respect  to  the  individual,  except  that  the  reference  to 
'service '  in  subparagraph  (A)  of  such  section  shall  be  con- 
sidered to  mean  Federal  service;  and 
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"(ii)  may  not  cause  the  annuity  payment  for  an  individual  to 
be  reduced  below  zero. 
"(C)  An  amount  computed  under  subclause  (I)  or  (II)  of  subpara- 
graph (A)(i),  or  under  subparagraph  (B)(i)(I),  for  purposes  of  deter- 
mining the  amount  of  a  reduction  under  this  subsection  shall  be  ad- 
justed under  section  8340  of  this  title. 

"(4)  A  reduction  under  this  subsection  applies  with  respect  to  the 
annuity  otherwise  payable  to  such  individual  under  this  subchapter 
(other  than  under  section  8337)  for  the  month  involved — 
"(A)  based  on  service  of  such  individual;  and 
"(B)  without  regard  to  section  8345Q),  if  otherwise  applicable. 
"(5)  The  operation  of  the  preceding  paragraphs  of  this  subsection 
shall  not  be  considered  for  purposes  of  applying  the  provisions  of 
the  second  sentence  of  section  215(a)(7)(B)(i)  or  the  provisions  of  sec- 
tion 215(d)(5)(H)  of  the  Social  Security  Act  in  determining  any 
amount  under  subclause  (I)  or  (II)  of  paragraph  (3)(A)(i)  or  para- 
graph (3)(B)(iXI)  for  purposes  of  this  subsection. 

"(bXD  Notwithstanding  any  other  provision  of  this  subchapter — 
"(A)  a  disability  annuity  to  which  an  individual  described  in 
section  8402(b)(2)  is  entitled  under  this  subchapter,  and 

"(B)  a  survivor  annuity  to  which  a  person  is  entitled  under 
this  subchapter  based  on  the  service  of  an  individual  described 
in  section  8402(b)(2), 
shall  be  subject  to  reduction  under  this  subsection  if  that  individ- 
ual or  person  is  also  entitled  (or  would  on  proper  application  also  be 
entitled)  to  any  similar  benefits  under  title  II  of  the  Social  Security 
Act  based  on  the  wages  and  self-employment  income  of  such  indi- 
vidual described  in  section  8402(b)(2). 

"(2)(A)  Subject  to  subparagraph  (B),  reductions  under  this  subsec- 
tion shall  be  made  in  a  manner  consistent  with  the  manner  in 
which  reductions  under  subsection  (a)  are  computed  and  otherwise 
made. 

"(B)  Reductions  under  this  subsection  shall  be  discontinued  if,  or 
for  so  long  as,  entitlement  to  the  similar  benefits  under  title  II  of 
the  Social  Security  Act  (as  referred  to  in  paragraph  (D)  is  terminat- 
ed (or,  in  the  case  of  an  individual  who  has  not  made  proper  appli- 
cation therefor,  would  be  terminated). 

"(3)  For  the  purpose  of  applying  section  224  of  the  Social  Security 
Act  to  the  disability  insurance  benefit  used  to  compute  the  reduction 
under  this  subsection,  the  amount  of  the  CSRS  annuity  considered 
shall  be  the  amount  of  the  CSRS  annuity  before  application  of  this 
section. 

"(4)  The  Office  shall  prescribe  regulations  to  carry  out  this  subsec- 
tion. 

"(c)  For  the  purpose  of  this  section,  the  term  Federal  service' 
means  service  which  is  employment  for  the  purposes  of  title  II  of  the 
Social  Security  Act  and  chapter  21  of  the  Internal  Revenue  Code  of 
1954  by  reason  of  the  amendments  made  by  section  101  of  the  Social 
Security  Amendments  of  1983. ". 

(2)  The  analysis  for  chapter  83  of  title  5,  United  States  Code,  is 
amended  by  adding  at  the  end  thereof  the  following  new  item: 

"8349.  Offset  relating  to  certain  benefits  under  the  Social  Security  Act.  ". 
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(c)  Creditability  of  Interim  Service— Section  8334(c)  of  title  5, 
United  States  Code,  is  amended  by  adding  at  the  end  thereof  the 
following:  "Notwithstanding  the  preceding  provisions  of  this  subsec- 
tion and  any  provision  of  section  206(b)(3)  of  the  Federal  Employees' 
Retirement  Contribution  Temporary  Adjustment  Act  of  1983,  the 
percentage  of  basic  pay  required  under  this  subsection  in  the  case  of 
an  individual  described  in  section  8402(b)(2)  shall,  with  respect  to 
any  covered  service  (as  defined  by  section  203(a)(3)  of  such  Act)  per- 
formed by  such  individual  after  December  31,  1983,  and  before  Jan- 
uary 1,  1987,  be  equal  to  1.3  percent. ". 

SEC.  202.  NON-APPLICABILITY  OF  CIVIL  SERVICE  RETIREMENT  SYSTEM  TO 
INDIVIDUALS  UNDER  FEDERAL  EMPLOYEES'  RETIREMENT 
SYSTEM. 

(a)  Employees. — Section  8331(1)  of  title  5,  United  States  Code,  is 
amended — 

(1)  by  amending  clause  (ii)  to  read  as  follows: 

"(ii)  an  employee  subject  to  another  retirement  system  for 
Government  employees  (other  than  an  employee  described  in 
clause  (x); "; 

(2)  by  striking  "or"  at  the  end  of  clause  (viii); 

(3)  by  striking  the  period  at  the  end  of  clause  (ix)  and  insert- 
ing in  lieu  thereof  ";  or";  and 

(4)  by  adding  after  clause  (ix)  the  following: 

"(x)  an  employee  subject  to  the  Federal  Employees'  Retirement 
System. ". 

(b)  Members  of  Congress. — Section  8331(2)  of  title  5,  United 
States  Code,  is  amended  by  striking  the  semicolon  and  inserting  in 
lieu  thereof  "  but  does  not  include  any  such  Member  of  Congress 
who  is  subject  to  the  Federal  Employees '  Retirement  System  or  who 
makes  an  election  under  section  8401(20)  of  this  title  not  to  be  sub- 
ject to  such  System;". 

SEC.  203.  PAY  FOR  THE  EXECUTIVE  DIRECTOR  OF  THE  FEDERAL  RETIRE- 
MENT THRIFT  INVESTMENT  BOARD. 

Section  5314  of  title  5,  United  States  Code,  is  amended  by  adding 
at  the  end  thereof  the  following: 

"Executive  Director,  Federal  Retirement  Thrift  Investment 
Board. ". 

SEC.  204.  ALTERNATIVE  FORMS  OF  ANNUITIES. 

(a)  In  General. — Title  5,  United  States  Code,  is  amended  by  in- 
serting after  section  8343  the  following: 

"§  8343a.  Alternative  forms  of  annuities 

"(a)  The  Office  of  Personnel  Management  shall  prescribe  regula- 
tions under  which  an  employee  or  Member  may,  at  the  time  of  retir- 
ing under  this  subchapter  (other  than  under  section  8337  of  this 
title),  elect  annuity  benefits  under  this  section  instead  of  any  other 
benefits  under  this  subchapter  (including  any  benefits  under  section 
8341  of  this  title)  based  on  the  service  of  the  employee  or  Member. 

"(b)  Subject  to  subsection  (c),  the  Office  shall  by  regulation  pro- 
vide for  such  alternative  forms  of  annuities  as  the  Office  considers 
appropriate,  except  that  among  the  alternatives  offered  shall  be — 
"(1)  an  alternative  which  provides  for — 
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"(A)  payment  of  the  lump-sum  credit  to  the  employee  or 
Member;  and 

"(B)  payment  of  an  annuity  to  the  employee  or  Member 
for  life;  and 

"(2)  in  the  case  of  an  employee  or  Member  who  is  married  at 
the  time  of  retirement,  an  alternative  which  provides  for — 

"(A)  payment  of  the  lump-sum  credit  to  the  employee  or 
Member;  and 

"(B)  payment  of  an  annuity  to  the  employee  or  Member 
for  life,  with  a  survivor  annuity  payable  for  the  life  of  a 
surviving  spouse. 
"(c)  Each  alternative  provided  for  under  subsection  (b)  shall,  to 
the  extent  practicable,  be  designed  such  that  the  present  value  of  the 
benefits  provided  under  such  alternative  (including  any  lump-sum 
credit)  is  actuarially  equivalent  to  the  present  value  of  the  annuity 
which  would  otherwise  be  provided  the  employee  or  Member  under 
this  subchapter,  as  computed  under  subsections  (a)-(i)  and  (n)  of  sec- 
tion 8339  of  this  title. 

"(d)  An  employee  or  Member  who,  at  the  time  of  retiring  under 
this  subchapter — 

"(1)  is  married,  shall  be  ineligible  to  make  an  election  under 
this  section  unless  a  waiver  is  made  under  section  8339(j)(l)  of 
this  title;  or 

"(2)  has  a  former  spouse,  shall  be  ineligible  to  make  an  elec- 
tion under  this  section  if  the  former  spouse  is  entitled  to  bene- 
fits under  section  8341(h)  or  8345(j)  of  this  title  (based  on  the 
service  of  the  employee  or  Member)  under  the  terms  of  a  decree 
of  divorce  or  annulment,  or  a  court  order  or  court-approved 
property  settlement  incident  to  any  such  decree,  with  respect  to 
which  the  Office  has  been  duly  notified. 
"(e)  An  employee  or  Member  who  is  married  at  the  time  of  retiring 
under  this  subchapter  and  who  makes  an  election  under  this  section 
may,  during  the  18-month  period  beginning  on  the  date  of  retire- 
ment, make  the  election  provided  for  under  section  8339(o)  of  this 
title,  subject  to  the  deposit  requirement  thereunder. ". 

(b)  Conforming  Amendments. — (1)  The  analysis  for  chapter  83  of 
title  5,  United  States  Code,  is  amended  by  inserting  after  the  item 
relating  to  section  8343  the  following: 

"8343a.  Alternative  forms  of  annuities. ". 

(2)  The  second  sentence  of  section  8342(a)  of  title  5,  United  States 
Code,  is  amended  by  striking  "The"  and  inserting  in  lieu  thereof 
"Except  as  provided  in  section  8343a  of  this  title,  the". 

SEC.  205.  RETIREMENT  COUNSELING. 

(a)  In  General.— Subchapter  III  of  chapter  83  of  title  5,  United 
States  Code,  as  amended  by  section  201(b),  is  further  amended  by 
adding  at  the  end  thereof  the  following: 

"§  8350.  Retirement  counseling 

"(a)  For  the  purposes  of  this  section,  the  term  'retirement  counsel- 
or] when  used  with  respect  to  an  agency,  means  an  employee  of  the 
agency  who  is  designated  by  the  head  of  the  agency  to  furnish  infor- 
mation on  benefits  under  this  subchapter  and  chapter  84  of  this 
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title  and  counseling  services  relating  to  such  benefits  to  other  em- 
ployees of  the  agency. 

"(b)  The  Director  of  the  Office  of  Personnel  Management  shall  es- 
tablish a  training  program  for  all  retirement  counselors  of  agencies 
of  the  Federal  Government. 

"(c)(1)  The  training  program  established  under  subsection  (b)(1)  of 
this  section  shall  provide  for  comprehensive  training  in  the  provi- 
sions and  administration  of  this  subchapter  and  chapter  84  of  this 
title,  shall  be  designed  to  promote  fully  informed  retirement  deci- 
sions by  employees  and  Members  under  this  subchapter  and  individ- 
uals subject  to  chapter  84  of  this  title,  and  shall  be  revised  as  neces- 
sary to  assure  that  the  information  furnished  to  retirement  counsel- 
ors of  agencies  under  the  program  is  current. 

"(2)  The  Director  shall  conduct  a  training  session  under  the  train- 
ing program  at  least  once  every  3  months. 

"(3)  Once  each  year,  each  retirement  counselor  of  an  agency  shall 
successfully  complete  a  training  session  conducted  under  the  train- 
ing program. ". 

(b)  Chapter  Analysis. — The  chapter  analysis  at  the  beginning  of 
such  chapter  is  amended  by  inserting  after  the  item  relating  to  sec- 
tion 8349  the  following: 
"8350.  Retirement  counseling. ". 

SEC.  206.  PARTICIPATION  BY  CERTAIN  EMPLOYEES  AND  MEMBERS  ONLY  IN 
THE  THRIFT  SA  VINGS  PLAN. 

(a)(1)  Subchapter  III  of  chapter  83  of  title  5,  United  States  Code 
(as  amended  by  sections  201(b)  and  205(a)  of  this  Act),  is  amended 
by  adding  at  the  end  thereof  the  following  new  section: 

"§  8351.  Participation  in  the  Thrift  Savings  Plan 

"(a)(1)  An  employee  or  Member  may  elect  to  contribute  to  the 
Thrift  Savings  Fund  established  by  section  8437  of  this  title. 

"(2)  An  election  may  be  made  under  paragraph  (1)  only  during  a 
period  provided  under  section  8432(b)  for  individuals  who  are  sub- 
ject to  chapter  84  of  this  title. 

"(b)(1)  Except  as  otherwise  provided  in  this  subsection,  the  provi- 
sions of  subchapters  III  and  VII  of  chapter  84  of  this  title  shall 
apply  with  respect  to  employees  and  Members  making  contributions 
to  the  Thrift  Savings  Fund  under  subsection  (a)  of  this  section. 

"(2)  An  employee  or  Member  may  contribute  to  the  Thrift  Savings 
Fund  in  any  pay  period  any  amount  not  exceeding  5  percent  of  the 
amount  of  the  employee  s  or  Members  basic  pay  for  such  period. 

"(3)  No  contributions  may  be  made  by  an  employing  agency  for  the 
benefit  of  an  employee  or  Member  under  section  8432(c)  of  this  title. 

"(4)  Section  8433(b)  of  this  title  applies  to  any  employee  or 
Member  who  elects  to  make  contributions  to  the  Thrift  Savings 
Fund  under  subsection  (a)  of  this  section  and  separates  from  Gov- 
ernment employment  entitled  to  an  immediate  annuity  under  this 
subchapter  (including  a  disability  retirement  annuity  under  section 
8337  of  this  title)  or  separates  from  Government  employment  enti- 
tled to  benefits  under  subchapter  I  of  chapter  81  of  this  title. 

"(5)  Section  8433(c)  of  this  title  applies  to  any  employee  or  Member 
who  elects  to  make  contributions  to  the  Thrift  Savings  Fund  under 
subsection  (a)  of  this  section  and  separates  entitled  to  a  deferred  an- 
nuity under  this  subchapter. 
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"(6)  Section  8433(d)  of  this  title  applies  to  any  employee  or 
Member  who  elects  to  make  contributions  to  the  Thrift  Savings 
Fund  under  subsection  (a)  of  this  section  and  separates  from  the 
service  before  becoming  entitled  to  an  immediate  or  deferred  annu- 
ity under  this  subchapter. 

"(7XA)  The  provisions  of  section  8435  of  this  title  that  require  a 
waiver  or  consent  by  the  spouse  of  an  employee  or  Member  (or 
former  employee  or  Member)  shall  not  apply  with  respect  to  sums  in 
the  Thrift  Savings  Fund  contributed  by  the  employee  or  Member  (or 
former  employee  or  Member)  and  earnings  in  the  fund  attributable 
to  such  sums. 

"(B)  An  election,  change  of  election,  or  modification  (relating  to 
the  commencement  date  of  a  deferred  annuity)  authorized  by  sub- 
chapter III  of  chapter  84  of  this  title  shall  be  effective  in  the  case  of 
a  married  employee  or  Member,  and  a  loan  may  be  approved  under 
section  8433(f)  of  this  title  in  such  case,  only  after  the  Executive  Di- 
rector notifies  the  employee's  or  Member's  spouse  that  the  election, 
change  of  election,  or  modification  has  been  made  or  that  the  Exec- 
utive Director  has  received  an  application  for  such  loan,  as  the  case 
may  be. 

"(C)  Subparagraph  (B)  may  be  waived  with  respect  to  a  spouse  or 
former  spouse  if  the  employee  or  Member  establishes  to  the  satisfac- 
tion of  the  Executive  Director  of  the  Federal  Retirement  Thrift  In- 
vestment Board  that  the  whereabouts  of  such  spouse  or  former 
spouse  cannot  be  determined. 

"(8)  Sums  contributed  under  this  section  and  earnings  attributa- 
ble to  such  sums  may  be  invested  and  reinvested  only  in  the  Govern- 
ment Securities  Investment  Fund  established  under  section 
8438(bXV(A)  of  this  title. 

"(c)  The  Executive  Director  of  the  Federal  Retirement  Thrift  In- 
vestment Board  may  prescribe  regulations  to  carry  out  this  section. ". 

(2)  The  analysis  for  chapter  83  of  such  title  is  amended  by  adding 
at  the  end  thereof  the  following: 

"8351.  Participation  in  the  Thrift  Savings  Plan.  ".   

(b)  An  election  may  first  be  made  by  an  employee  of  the  Federal 
Government  or  a  Member  of  Congress  under  section  8351  of  title  5, 
United  States  Code  (as  added  by  subsection  (a)(1)),  during  the  first 
period  referred  to  in  subsection  (a)(2)  of  such  section  which  com- 
mences on  or  after  July  1,  1987. 
SEC.  207.  MISCELLANEOUS  AMENDMENTS. 

(a)  Amendment  to  Section  2105— Section  2105(c)(2)  of  title  5, 
United  States  Code,  is  amended  by  striking  out  "chapter  81"  and 
inserting  in  lieu  thereof  "chapter  81,  chapter  84,  "• 

(b)  Amendment  to  Section  2109— Section  2109(1)  of  title  5, 
United  States  Code,  is  amended  to  read  as  follows: 

"(1)  'air  traffic  controller'  or  'controller'  means  a  civilian  em- 
ployee of  the  Department  of  Transportation  or  the  Department 
of  Defense  who,  in  an  air  traffic  control  facility  or  flight  service 
station  facility — 

"(A)  is  actively  engaged — 

"(i)  in  the  separation  and  control  of  air  traffic;  or 
"(ii)  in  providing  preflight,  inflight,  or  airport  advi- 
sory service  to  aircraft  operators;  or 
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"(B)  is  the  immediate  supervisor  of  any  employee  de- 
scribed in  subparagraph  (A);  and". 

(c)  Amendment  to  Section  6301 —Section  6301(2)(B)  of  title  5, 
United  States  Code,  is  amended  to  read  as  follows: 

"(B)  an  individual  first  employed  by  the  government  of 
the  District  of  Columbia  before  October  1,  1987; ". 

(d)  Amendment  to  Section  6303. — The  second  sentence  of  section 
6303(a)  of  title  5,  United  States  Code,  is  amended  by  striking  out 
"title. "  and  inserting  in  lieu  thereof  "title  and  all  service  creditable 
under  section  8411  of  this  title  for  the  purpose  of  chapter  84  of  this 
title. ". 

(e)  Amendment  to  Section  8116. — Section  8116  of  title  5,  United 
States  Code,  is  amended  by  adding  at  the  end  thereof  the  following: 

"(d)  Notwithstanding  the  other  provisions  of  this  section,  an  indi- 
vidual receiving  benefits  for  disability  or  death  under  this  subchap- 
ter who  is  also  receiving  benefits  under  subchapter  III  of  chapter  84 
of  this  title  or  benefits  under  title  II  of  the  Social  Security  Act  shall 
be  entitled  to  all  such  benefits,  except  that — 

"(1)  benefits  received  under  section  223  of  the  Social  Security 
Act  (on  account  of  disability)  shall  be  subject  to  reduction  on 
account  of  benefits  paid  under  this  subchapter  pursuant  to  the 
provisions  of  section  224  of  the  Social  Security  Act;  and 

"(2)  in  the  case  of  benefits  received  on  account  of  age  or  death 
under  title  II  of  the  Social  Security  Act,  compensation  payable 
under  this  subchapter  based  on  the  Federal  service  of  an  em- 
ployee shall  be  reduced  by  the  amount  of  any  such  social  securi- 
ty benefits  payable  that  are  attributable  to  Federal  service  of 
that  employee  covered  by  chapter  84  of  this  title.  However,  eligi- 
bility for  or  receipt  of  benefits  under  chapter  84  of  this  title,  or 
benefits  under  title  II  of  the  Social  Security  Act  by  virtue  of 
service  covered  by  chapter  84  of  this  title,  does  not  affect  the 
right  of  the  employee  to  compensation  for  scheduled  disabilities 
specified  by  section  8107(c)  of  this  title. ". 

(f)  Amendments  to  Section  8331.— Section  8331(1)  of  title  5, 
United  States  Code,  as  amended  by  section  202(a),  is  further  amend- 
ed— 

(1)  by  amending  subparagraph  (G)  to  read  as  follows: 

"(G)  an  individual  first  employed  by  the  government  of 
the  District  of  Columbia  before  October  1,  1987;";  and 

(2)  by  striking  out  "or"  at  the  end  of  clause  (ix),  by  striking 
out  the  period  at  the  end  of  clause  (x)  and  inserting  in  lieu 
thereof  ";  or",  and  by  adding  after  clause  (x)  the  following: 

"(xi)  an  employee  under  the  Botanic  Garden  excluded  by 
the  Director  or  Acting  Director  of  the  Botanic  Garden 
under  section  8347(1)  of  this  title. ". 

(g)  Amendments  to  Section  8332.— (1)  Section  8332(b)  of  title  5, 
United  States  Code,  is  amended — 

(A)  by  striking  "and"  at  the  end  of  paragraph  (12),  striking 
the  period  at  the  end  of  the  first  paragraph  (13)  and  inserting  a 
semicolon,  redesignating  the  second  paragraph  (13)  as  para- 
graph (14),  and  striking  the  period  at  the  end  of  such  para- 
graph (14)  (as  so  redesignated)  and  inserting  ";  and"; 

(B)  by  inserting  after  paragraph  (14)  (as  so  redesignated  by 
subparagraph  (A))  the  following: 
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"(15)  subject  to  sections  8334(c)  and  8339(i)  of  this  title,  service 
performed  on  or  after  January  3,  1969,  and  before  January  4, 
1973,  as  the  Washington  Representative  for  Guam  or  the  Wash- 
ington Representative  for  the  Virgin  Islands,  only  if  the  indi- 
vidual serves  as  a  Member  for  a  period  of  at  least  five  years 
after  January  2,  1973. "; 

(C)  in  the  second  sentence  after  paragraph  (15)  (as  added  by 
subparagraph  (B)),  by  striking  "(13)"  and  inserting  "(14)";  and 

(D)  by  adding  at  the  end  thereof  the  following:  "For  the  pur- 
pose of  this  subchapter,  service  of  the  type  described  in  para- 
graph (15)  of  this  subsection  shall  be  considered  Member  serv- 
ice. 

(2)  The  last  sentence  of  section  8332(f)  of  title  5,  United  States 
Code,  is  amended  by  striking  "(13)"  and  inserting  "(14)" > 

(3)  The  last  sentence  of  section  8332(k)(l)  of  title  5,  United  States 
Code,  is  amended  by  striking  "second"  and  inserting  "third". 

(h)  Amendments  to  Section  8342. — Section  8342(a)  of  title  5, 
United  States  Code,  is  amended — 

(1)  in  paragraphs  (1)(B)  and  (3),  by  inserting  ",  or  chapter  84 
of  this  title,"  after  "subchapter";  and 

(2)  by  adding  at  the  end  the  following:  "In  applying  this  sub- 
section with  respect  to  an  employee  or  Member  who  becomes 
subject  to  chapter  84  of  this  title,  entitlement  to  payment  of  the 
lump-sum  credit  shall  be  determined  without  regard  to  para- 
graph (1)  or  (3)  if,  and  to  the  extent  that,  such  lump-sum  credit 
relates  to  service  of  a  type  described  in  clauses  (i)  through  (Hi) 
of  section  302(a)(1)(C)  of  the  Federal  Employees'  Retirement 
System  Act  of  1986". 

(i)  Amendment  to  Section  8347. — Section  8347  of  title  5,  United 
States  Code,  is  amended  by  adding  at  the  end  thereof  the  following: 

"(n)(l)  Notwithstanding  any  other  provision  of  this  subchapter, 
the  Director  of  Central  Intelligence  shall,  in  a  manner  consistent 
with  the  administration  of  this  subchapter  by  the  Office,  and  to  the 
extent  considered  appropriate  by  the  Director  of  Central  Intelli- 
gence— 

"(A)  determine  entitlement  to  benefits  under  this  subchapter 
based  on  the  service  of  employees  of  the  Central  Intelligence 
Agency; 

"(B)  maintain  records  relating  to  the  service  of  such  employ- 
ees; 

"(C)  compute  benefits  under  this  subchapter  based  on  the 
service  of  such  employees; 

"(D)  collect  deposits  to  the  Fund  made  by  such  employees, 
their  spouses,  and  their  former  spouses; 

"(E)  authorize  and  direct  disbursements  from  the  Fund  to  the 
extent  based  on  service  of  such  employees;  and 

"(F)  perform  such  other  functions  under  this  subchapter  as 
the  Director  of  Central  Intelligence,  in  consultation  with  the  Di- 
rector of  the  Office  of  Personnel  Management,  determines  to  be 
appropriate. 

"(2)  The  Director  of  the  Office  of  Personnel  Management  shall 
furnish  such  information  and,  on  a  reimbursable  basis,  such  serv- 
ices to  the  Director  of  Central  Intelligence  as  the  Director  of  Central 
Intelligence  requests  to  carry  out  paragraph  (1)  of  this  subsection. 
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"(3)(A)  The  Director  of  Central  Intelligence,  in  consultation  with 
the  Director  of  the  Office  of  Personnel  Management,  shall  by  regula- 
tion prescribe  appropriate  procedures  to  carry  out  this  subsection. 

"(B)  The  regulations  shall  provide  procedures  for  the  Director  of 
the  Office  of  Personnel  Management  to  inspect  and  audit  disburse- 
ments from  the  Civil  Service  Retirement  and  Disability  Fund  under 
this  subchapter. 

"(C)  The  Director  of  Central  Intelligence  shall  submit  the  regula- 
tions prescribed  under  subparagraph  (A)  to  the  Select  Committee  on 
Intelligence  of  the  Senate  and  the  Permanent  Select  Committee  on 
Intelligence  of  the  House  of  Representatives  before  the  regulations 
take  effect. 

"(4)(A)  Section  201(c)  of  the  Central  Intelligence  Agency  Retire- 
ment Act  of  1964  for  Certain  Employees  shall  apply  in  the  adminis- 
tration of  this  subchapter  to  the  extent  that  the  provisions  of  this 
subchapter  are  administered  under  this  subsection. 

"(B)  Notwithstanding  subparagraph  (A)  of  this  paragraph,  section 
8347(d)  of  this  title  shall  apply  with  respect  to  employees  of  the  Cen- 
tral Intelligence  Agency  who  are  subject  to  the  Civil  Service  Retire- 
ment System. ". 

(j)  Amendments  to  Section  8348. — Section  8348(a)  of  title  5, 
United  States  Code,  is  amended — 

(1)  in  paragraph  (1)(A),  by  striking  out  "subchapter;"  and  in- 
serting in  lieu  thereof  "subchapter  or  by  the  provisions  of  chap- 
ter 84  of  this  title  which  relate  to  benefits  payable  out  of  the 
Fund;"; 

(2)  in  paragraph  (1)(B) — 

(A)  by  inserting  "or  8462"  after  "8340";  and 

(B)  by  striking  out  "title,  and"  and  inserting  in  lieu 
thereof  "title  or  subchapters  II  and  IV  of  chapter  84  of  this 
title,  and";  and 

(3)  in  paragraph  (2),  by  striking  out  "chapter"  and  inserting 
in  lieu  thereof  "chapter,  chapter  84  of  this  title, ". 

(k)  Amendments  to  Chapter  87.— Chapter  87  of  title  5,  United 
States  Code,  is  amended — 

(1)  by  amending  section  8701(a)(6)  to  read  as  follows: 

"(6)  an  individual  first  employed  by  the  government  of  the 
District  of  Columbia  before  October  1,  1987;"; 

(2)  in  section  8706,  by  striking  out  subsection  (c)  and  redesig- 
nating subsections  (d),  (e),  and  (f)  as  subsections  (c),  (d),  and  (e), 
respectively; 

(3)  by  striking  out  subsection  (c)(1)  of  section  8714a  and  insert- 
ing in  lieu  thereof  the  following: 

"(c)(1)  Except  as  otherwise  provided  in  this  subsection,  the  option- 
al insurance  on  an  employee  stops  on  his  separation  from  service  or 
12  months  after  discontinuance  of  his  pay,  whichever  is  earlier,  sub- 
ject to  a  provision  for  temporary  extension  of  life  insurance  coverage 
and  for  conversion  to  an  individual  policy  of  life  insurance  under 
conditions  approved  by  the  Office. "; 

(4)  by  striking  out  the  first  sentence  of  section  8714b(c)(l)  and 
inserting  in  lieu  thereof  the  following:  "Except  as  otherwise  pro- 
vided in  this  subsection,  the  additional  optional  insurance 
elected  by  an  employee  pursuant  to  this  section  shall  stop  on 
separation  from  service  or  12  months  after  discontinuance  of 
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his  pay,  whichever  is  earlier,  subject  to  a  provision  for  tempo- 
rary extension  of  life  insurance  coverage  and  for  conversion  to 
an  individual  policy  of  life  insurance  under  conditions  ap- 
proved by  the  Office. ";  and 

(5)  by  striking  out  subsection  (c)(1)  of  section  8714c  and  insert- 
ing in  lieu  thereof  the  following: 
"(cXD  Except  as  otherwise  provided  in  this  subsection,  the  option- 
al life  insurance  on  family  members  shall  stop  at  the  earlier  of  the 
employees  death,  the  employees  separation  from  the  service,  or  12 
months  after  discontinuance  of  pay,  subject  to  a  provision  for  tempo- 
rary extension  of  life  insurance  coverage  and  for  conversion  to  indi- 
vidual policies  of  life  insurance  under  conditions  approved  by  the 
Office. ". 

(I)  Amendments  to  Section  8901. — Section  8901  of  title  5,  United 
States  Code,  is  amended — 

(1)  by  amending  paragraph  (1)(E)  to  read  as  follows: 

"(E)  an  individual  first  employed  by  the  government  of 
the  District  of  Columbia  before  October  1,  1987;"; 

(2)  by  amending  paragraph  (3)(A)  to  read  as  follows: 

"(A)  an  employee  who  retires — 

"(i)  on  an  immediate  annuity  under  subchapter  III  of 
chapter  83  of  this  title,  or  another  retirement  system 
for  employees  of  the  Government,  after  5  or  more  years 
of  service; 

"(ii)  under  section  8412  or  8414  of  this  title;  or 
"(Hi)  for  disability  under  subchapter  III  of  chapter 
83  of  this  title,  chapter  84  of  this  title,  or  another  re- 
tirement system  for  employees  of  the  Government;"; 

(3)  in  paragraph  (4),  by  inserting  "or  chapter  84"  after  "83"; 

(4)  in  paragraph  (10)(C)(i),  by  inserting  "or  8467"  after 
"8345(j)",  by  inserting  "or  8445"  after  "8341(h)",  and  by  striking 
out  "System), "  and  inserting  in  lieu  thereof  "System  or  the  Fed- 
eral Employees'  Retirement  System), ";  and 

(5)  in  paragraph  (10)(C)(ii) — 

(A)  by  striking  out  "or  8345Q)"  and  inserting  in  lieu 
thereof  "8345Q),  8445,  or  8467"  and  by  striking  out 
"System)"  and  inserting  in  lieu  thereof  "System  or  the  Fed- 
eral Employees'  Retirement  System)";  and 

(B)  by  inserting  "or  8417(b)"  after  "8339(j)(3)". 

(m)  Amendments  to  Section  8905. — Section  8905(c)(1)  of  title  5, 
United  States  Code,  is  amended — 

(1)  in  subparagraph  (B),  by  inserting  "or  8417(b)"  after 
"8339QX3)";  and 

(2)  in  the  second  sentence,  by  striking  out  "or  8345Q)"  and  in- 
serting in  lieu  thereof  "8345Q),  8445,  or  8467". 

(n)  Amendment  to  Section  5102.— Section  5102(c)(W  of  title  5, 
United  States  Code,  is  amended  by  inserting  "(other  than  employees 
of  the  Federal  Retirement  Thrift  Investment  Management  System 
appointed  under  section  8474(c)(2)  of  this  title)"  after  "United 
States". 
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TITLE  III— OTHER  PROVISIONS  RELATING 
TO  THE  FEDERAL  EMPLOYEES9  RETIRE- 
MENT  SYSTEM  AND  THE  CIVIL  SERVICE 
RETIREMENT  SYSTEM 

SEC.  301.  ELECTIONS. 

(a)  Elections  for  Individuals  Subject  to  the  Civil  Service 
Retirement  System. — (1)(A)  Any  individual  (other  than  an  indi- 
vidual under  subsection  (b))  who,  as  of  June  30,  1987,  is  employed  by 
the  Federal  Government,  and  who  is  then  subject  to  subchapter  III 
of  chapter  83  of  title  5,  United  States  Code,  may  elect  to  become  sub- 
ject to  chapter  84  of  such  title. 

(B)  An  election  under  this  paragraph  may  not  be  made  before  July 
1,  1987,  or  after  December  31,  1987. 

(2)(A)  Any  individual  who,  after  June  30,  1987,  becomes  reem- 
ployed by  the  Federal  Government,  and  who  is  then  subject  to  sub- 
chapter III  of  chapter  83  of  title  5,  United  States  Code,  may  elect  to 
become  subject  to  chapter  84  of  such  title. 

(B)  An  election  under  this  paragraph  shall  not  be  effective  unless 
it  is  made  during  the  six-month  period  beginning  on  the  date  on 
which  reemployment  commences. 

(b)  Elections  for  Certain  Individuals  Serving  Continuously 
Since  December  31,  1983. — The  following  rules  shall  apply  in  the 
case  of  any  individual  described  in  section  8402(b)(1)  of  title  5, 
United  States  Code: 

(1)  If,  as  of  December  31,  1986,  the  individual  is  subject  to 
subchapter  III  of  chapter  83  of  title  5,  United  States  Code,  but 
is  not  subject  to  section  204  of  the  Federal  Employees'  Retire- 
ment Contribution  Temporary  Adjustment  Act  of  1983,  the  indi- 
vidual shall  remain  so  subject  to  such  subchapter  unless  the  in- 
dividual elects,  after  June  30,  1987,  and  before  January  1, 
1988— 

(A)  to  become  subject  to  such  subchapter  under  the  same 
terms  and  conditions  as  apply  in  the  case  of  an  individual 
described  in  section  8402(b)(2)  of  such  title  who  is  subject  to 
such  subchapter;  or 

(B)  to  become  subject  to  chapter  84  of  such  title. 

An  individual  eligible  to  make  an  election  under  this  para- 
graph may  make  the  election  described  in  subparagraph  (A)  or 
(B),  but  not  both. 

(2)  If,  as  of  December  31,  1986,  the  individual  is  subject  to 
subchapter  III  of  chapter  83  of  title  5,  United  States  Code,  and 
is  also  subject  to  section  204  of  the  Federal  Employees'  Retire- 
ment Contribution  Temporary  Adjustment  Act  of  1983,  the  indi- 
vidual— 

(A)  shall,  as  of  January  1,  1987,  become  subject  to  such 
subchapter  under  the  same  terms  and  conditions  as  apply 
in  the  case  of  an  individual  described  in  section  8402(b)(2) 
of  such  title  who  is  subject  to  such  subchapter;  and 
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(B)  may  (during  the  six-month  period  described  in  subsec- 
tion (aXIXB))  elect  to  become  subject  to  chapter  84  of  such 
title. 

(SXAXi)  If  as  of  December  31,  1986,  the  individual  is  not  sub- 
ject to  subchapter  III  of  chapter  83  of  title  5,  United  States 
Code,  the  individual  may,  during  the  six-month  period  de- 
scribed in  subsection  (a)(1)(B),  and  if  such  individual  has  not 
since  become  subject  to  such  subchapter  pursuant  to  notification 
under  section  8331(2)  of  such  title,  elect  to  become  subject  to 
chapter  84  of  such  title. 

(ii)  An  individual  who  makes  an  election  under  this  subpara- 
graph ceases  to  be  eligible  to  become  subject  to  subchapter  III  of 
chapter  83  of  title  5,  United  States  Code,  pursuant  to  notifica- 
tion under  section  8331(2)  of  such  title. 

(B)  Except  as  provided  in  subparagraph  (A)(ii),  nothing  in 
this  paragraph  shall  preclude  an  individual  from  becoming 
subject  to  subchapter  III  of  chapter  83  of  title  5,  United  States 
Code,  pursuant  to  notification  under  section  8331(2)  of  such 
title.  However,  an  individual  who  becomes  subject  to  such  sub- 
chapter pursuant  to  notification  under  such  section  8331(2) 
after  December  31,  1986,  shall  become  subject  to  such  subchap- 
ter under  the  same  terms  and  conditions  as  apply  in  the  case  of 
an  individual  described  in  section  8402(b)(2)  of  such  title  who  is 
subject  to  such  subchapter. 

(c)  Effective  Date;  Irrevocability.— An  election  made  under 
this  section — 

(1)  shall  take  effect  beginning  with  the  first  pay  period  begin- 
ning after  the  date  of  the  election;  and 

(2)  shall  be  irrevocable. 

(d)  Condition  for  Making  an  Election;  Extension  To  Satisfy 
Condition. — (1)  An  election  under  this  section  to  become  subject  to 
chapter  84  of  title  5,  United  States  Code,  shall  not  be  considered  ef- 
fective in  the  case  of  an  individual  having  one  or  more  former 
spouses,  unless  the  election  is  made  with  the  written  consent  of  such 
former  spouse  (or  each  such  former  spouse,  if  there  is  more  than 
one). 

(2XA)  This  subsection  applies  with  respect  to  a  former  spouse  who 
(based  on  the  service  of  the  individual  involved)  is  entitled  to  bene- 
fits under  section  8341(h)  or  8345Q)  of  title  5,  United  States  Code, 
under  the  terms  of  a  decree  of  divorce  or  annulment,  or  a  court 
order  or  court-approved  property  settlement  incident  to  any  such 
decree,  with  respect  to  which  the  Office  of  Personnel  Management 
has  been  duly  notified. 

(B)  This  subsection  does  not  apply  with  respect  to  a  former  spouse 
who  has  ceased  to  be  so  entitled  as  a  result  of  remarrying  before  age 
55. 

(3)  The  requirement  under  paragraph  (1)  shall  be  considered  satis- 
fied with  respect  to  a  former  spouse  if  the  individual  seeking  to 
make  the  election  establishes  to  the  satisfaction  of  the  Office  (in  ac- 
cordance with  regulations  prescribed  by  the  Office) — 

(A)  that  the  former  spouse's  whereabouts  cannot  be  deter- 
mined; or 
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(B)  that,  due  to  exceptional  circumstances,  requiring  the  indi- 
vidual to  seek  the  former  spouses  consent  would  otherwise  be 
inappropriate. 

(4)(A)  The  Office  shall,  upon  application  of  an  individual,  grant 
an  extension  for  such  individual  to  make  an  election  referred  to  in 
paragraph  (1)  if  such  individual — 

(i)  files  application  for  extension  before  the  end  of  the  period 
during  which  such  individual  would  otherwise  be  eligible  to 
make  such  election;  and 

(ii)  demonstrates  to  the  satisfaction  of  the  Office  that  the  ex- 
tension is  needed  to  secure  the  modification  of  a  decree  of  di- 
vorce or  annulment  (or  a  court  order  or  court-approved  property 
settlement  incident  to  any  such  decree)  in  order  to  satisfy  the 
consent  requirement  under  paragraph  (1). 

(B)  An  extension  under  this  paragraph  shall  be  for  6  months  or 
for  such  longer  period  as  the  Office  considers  appropriate. 

(e)  Exclusions. — This  section  does  not  apply  to  an  individual 
under  section  8331 (1)(G)  of  title  5,  United  States  Code. 

SEC.  302.  EFFECT  OF  AN  ELECTION  UNDER  SECTION  301  TO  BECOME  SUB- 
JECT TO  THE  FEDERAL  EMPLOYEES'  RETIREMENT  SYSTEM. 

(a)  General  and  Special  Rules.— All  provisions  of  chapter  84  of 
title  5,  United  States  Code  (including  those  relating  to  disability 
benefits,  survivor  benefits,  and  any  reductions  to  provide  for  survi- 
vor benefits)  shall  apply  with  respect  to  any  individual  who  becomes 
subject  to  such  chapter  pursuant  to  an  election  under  section  301, 
except  if,  or  to  the  extent  that,  such  provisions  are  inconsistent  with 
the  following: 

(1)(A)  Any  civilian  service  which  is  performed  before  the  effec- 
tive date  of  the  election  under  section  301  shall  not  be  credita- 
ble under  chapter  84  of  title  5,  United  States  Code,  except  as 
otherwise  provided  in  this  subsection. 

(B)  Any  service  described  in  subparagraph  (A)  which  is  cov- 
ered service  within  the  meaning  of  section  203(a)(3)  of  the  Feder- 
al Employees'  Retirement  Contribution  Temporary  Adjustment 
Act  of  1983  (97  Stat.  1107;  5  U.S.C.  8331  note)  (hereinafter  in 
this  section  referred  to  as  "covered  service")  shall  be  creditable 
under  chapter  84  of  title  5,  United  States  Code,  if— 

(i)  with  respect  to  any  such  service  performed  before  Jan- 
uary 1,  1987,  1.3  percent  of  basic  pay  for  such  service  was 
withheld  in  accordance  with  such  Act  or,  if  either  such 
withholding  was  not  made  or  was  made,  but  the  amount  so 
withheld  was  subsequently  refunded,  1.3  percent  of  basic 
pay  for  such  period  is  deposited  to  the  credit  of  the  Civil 
Service  Retirement  and  Disability  Fund  (hereinafter  in  this 
section  referred  to  as  the  "Fund"),  with  interest  (computed 
under  section  8334(e)  of  such  title);  and 

(ii)  with  respect  to  any  such  service  performed  after  De- 
cember 31,  1986,  and  before  the  effective  date  of  the  elec- 
tion, an  amount  equal  to  the  percentage  of  basic  pay  for 
such  service  which  would  be  required  to  be  withheld  under 
section  8422(a)  of  title  5,  United  States  Code,  has  been  con- 
tributed to  the  Fund  by  the  individual  involved,  whether 
by  withholdings  from  pay  or,  if  either  no  withholding  was 
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made  or  was  made,  but  the  amount  withheld  was  subse- 
quently refunded,  the  aforementioned  percentage  of  basic 
pay  for  such  period  is  deposited  to  the  credit  of  the  Fund, 
with  interest  (computed  under  section  8334(e)  of  such  title). 

(C)  Any  service  described  in  subparagraph  (A)— 

(i)  which  is  not  covered  service; 

(ii)  which  constitutes  service  of  a  type  described  in  section 
8411(b)(3)  of  title  5,  United  States  Code  (determined  without 
regard  to  whether  such  service  was  performed  before,  on,  or 
after  January  1,  1989,  and  without  regard  to  the  provisions 
of  section  8411(f)  of  such  title);  and 

(Hi)  which,  in  the  aggregate,  is  equal  to  less  than  5  years; 
shall  be  creditable  under  chapter  84  of  such  title,  subject  to  sec- 
tion 8411(f)  of  such  title. 

(D)  Any  service  described  in  subparagraph  (A) — 

(i)  which  is  not  covered  service; 

(ii)  which  constitutes  service  of  a  type  described  in  section 
8411(b)(3)  of  title  5,  United  States  Code  (determined  without 
regard  to  whether  such  service  was  performed  before,  on,  or 
after  January  1,  1989,  and  without  regard  to  the  provisions 
of  section  8411(f)  of  such  title);  and 

(Hi)  which,  in  the  aggregate,  is  equal  to  5  years  or  more; 
shall  be  creditable  for  purposes  of— 

(I)  section  8410  of  such  title,  relating  to  the  minimum 
period  of  civilian  service  required  to  be  eligible  for  an  an- 
nuity; 

(II)  any  provision  of  section  8412  (other  than  subsection 
(d)  or  (e)  thereof),  8413,  84U,  8442(b)(1)(B),  or  8451  of  such 
title  which  relates  to  a  minimum  period  of  service  for  enti- 
tlement to  an  annuity; 

(III)  the  provisions  of  paragraphs  (4)  and  (6); 

(IV)  any  provision  of  section  8412(d)  of  such  title  which 
relates  to  a  minimum  period  of  service  for  entitlement  to  an 
annuity,  but  only  if  and  to  the  extent  that  the  service  de- 
scribed in  subparagraph  (A)  was  as  a  law  enforcement  offi- 
cer or  firefighter;  and 

(V)  any  provision  of  section  8412(e)  of  such  title  which  re- 
lates to  a  minimum  period  of  service  for  entitlement  to  an 
annuity,  but  only  if  and  to  the  extent  that  the  service  de- 
scribed in  subparagraph  (A)  was  as  an  air  traffic  controller. 

(2)(A)  Except  as  provided  in  subparagraph  (B),  the  credibil- 
ity under  chapter  84  of  title  5,  United  States  Code,  of  any  mili- 
tary service  which  is  performed  before  the  effective  date  of  the 
election  under  section  301  shall  be  determined  in  accordance 
with  applicable  provisions  of  such  chapter. 

(B)  If  the  electing  individual  has  performed  service  described 
in  clauses  (i)  through  (Hi)  of  paragraph  (1)(D),  service  described 
in  subparagraph  (A)  which,  but  for  the  provisions  of  subsection 
(b),  would  be  creditable  under  subchapter  III  of  chapter  83  of 
title  5,  United  States  Code,  as  in  effect  on  December  31,  1986, 
shall  be  creditable  for  purposes  of— 

(i)  any  provision  of  section  8412  (other  than  subsection  (d) 
or  (e)  thereof),  8413,  or  8414  of  such  title  which  relates  to  a 
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minimum  period  of  service  for  entitlement  to  an  annuity; 
and 

(ii)  the  provisions  of  paragraph  (4). 

(S)(A)(i)  If  the  electing  individual  becomes  entitled  to  an  an- 
nuity under  subchapter  II  of  chapter  84  of  title  5,  United  States 
Code,  or  dies  leaving  a  survivor  or  survivors  entitled  to  benefits 
under  subchapter  IV  of  such  chapter,  the  annuity  for  such  indi- 
vidual shall  be  equal  to  the  sum  of  the  individual's  accrued 
benefits  under  the  Civil  Service  Retirement  System  (as  deter- 
mined under  paragraph  (4))  and  the  individual's  accrued  bene- 
fits under  the  Federal  Employees '  Retirement  System  (as  deter- 
mined under  paragraph  (5)). 

(ii)  An  annuity  computed  under  this  subparagraph  shall  be 
deemed  to  be  the  individual's  annuity  computed  under  section 
8415  of  title  5,  United  States  Code. 

(B)  If  the  electing  individual  becomes  entitled  to  an  annuity 
under  subchapter  V  of  chapter  84  of  title  5,  United  States  Code, 
and  if  it  becomes  necessary  to  compute  an  annuity  under  section 
8415  of  such  title  with  respect  to  such  individual  as  a  result  of 
such  individual's  having  become  so  entitled,  the  methodology 
set  forth  in  subparagraph  (A)  shall  be  used  in  computing  any 
such  annuity  under  section  8415. 

(4)  Except  as  provided  in  paragraph  (12)(B),  accrued  benefits 
under  this  paragraph  shall  be  computed  in  accordance  with  ap- 
plicable provisions  of  subchapter  III  of  chapter  83  of  title  5, 
United  States  Code  (but  without  regard  to  subsection  Q)  or  (k), 
or  the  second  sentence  of  subsection  (e),  of  section  8339  of  such 
title)  using  only  any  civilian  service  under  paragraph  (1)(D), 
and  any  military  service  under  paragraph  (2)(B),  which  would 
be  creditable  for  purposes  of  computing  an  annuity  under  such 
subchapter. 

(5)  Accrued  benefits  under  this  paragraph  shall  be  computed 
under  section  8415  of  title  5,  United  States  Code,  using — 

(A)  total  service  creditable  under  chapter  84  of  such  title 
which  is  performed  on  or  after  the  effective  date  of  the  elec- 
tion under  section  301;  and 

(B)  with  respect  to  service  performed  before  such  effective 
date — 

(i)  creditable  civilian  service  (as  determined  under 
applicable  provisions  of  this  subsection)  other  than  any 
service  described  in  paragraph  (1)(D);  and 

(ii)  creditable  military  service  (as  determined  under 
applicable  provisions  of  this  subsection)  other  than  any 
service  described  in  paragraph  (2)(B). 

(6) (A)  For  purposes  of  any  computation  under  paragraph  (4)  or 
(5),  the  average  pay  to  be  used  shall  be  the  largest  annual  rate 
resulting  from  averaging  the  individual's  rates  of  basic  pay  in 
effect  over  any  3  consecutive  years  of  creditable  service  or,  in  the 
case  of  an  annuity  based  on  service  of  less  than  3  years,  over  the 
total  period  of  service  so  creditable,  with  each  rate  weighted  by 
the  period  it  was  in  effect. 

(B)  For  purposes  of  subparagraph  (A),  service  shall  be  consid- 
ered creditable  if  it  would  be  considered  creditable  for  purposes 
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of  determining  average  pay  under  chapter  83  or  84  of  title  5, 
United  States  Code. 

(7)  The  cost-of-living  adjustments  for  the  annuity  of  the  elect- 
ing individual  shall  be  made  as  follows: 

(A)  The  portion  of  the  annuity  attributable  to  paragraph 

(4)  shall  be  adjusted  at  the  time  and  in  the  amount  provid- 
ed for  under  section  8340  of  title  5,  United  States  Code. 

(B)  The  portion  of  the  annuity  attributable  to  paragraph 

(5)  shall  be  adjusted  at  the  time  and  in  the  amount  provid- 
ed for  under  section  8462  of  title  5,  United  States  Code. 

(8)  For  purposes  of  any  computation  under  paragraph  (4)  in 
the  case  of  an  individual  who  retires  under  section  8412  or  8414 
of  title  5,  United  States  Code,  or  who  dies  leaving  a  survivor  or 
survivors  entitled  to  benefits  under  subchapter  IV  of  such  chap- 
ter, sick  leave  creditable  under  section  8339(m)  of  such  title 
shall  be  equal  to  the  number  of  days  of  unused  sick  leave  to  the 
individual  s  credit  as  of  the  date  of  retirement  or  as  of  the  effec- 
tive date  of  the  individual 's  election  under  section  301,  which- 
ever is  less. 

(9)  In  computing  the  annuity  under  paragraph  (3)  for  an  indi- 
vidual retiring  under  section  8412(g)  or  8413(b)  of  title  5,  United 
States  Code,  the  reduction  under  section  8415(f)  of  such  title 
shall  apply  with  respect  to  the  sum  computed  under  such  para- 
graph. 

(10)  An  annuity  supplement  under  section  8421  of  title  5, 
United  States  Code,  shall  be  computed  using  the  same  service  as 
is  used  for  the  computation  under  paragraph  (5). 

(11)  Effective  from  its  commencing  date,  an  annuity  payable 
to  an  annuitant  s  survivor  (other  than  a  child  under  section 
8443  of  title  5,  United  States  Code)  shall  be  increased  by  the 
total  percent  by  which  the  deceased  annuitant's  annuity  was  in- 
creased under  paragraph  (7). 

(12XA)  If  the  electing  individual  is  subject  to  section  8344  of 
title  5,  United  States  Code,  at  the  time  of  making  the  election, 
payment  of  annuity  benefits  otherwise  payable  to  such  individ- 
ual under  subchapter  III  of  chapter  83  of  such  title  (and  any 
related  deductions  from  pay)  shall  terminate  as  of  the  effective 
date  of  the  election. 

(B)  Accrued  benefits  under  paragraph  (4)  for  an  individual 
described  in  subparagraph  (A)  shall  be  computed — 

(i)  in  accordance  with  applicable  provisions  of  subchapter 
III  of  chapter  83  of  title  5,  United  States  Code  (but  without 
regard  to  subsection  (j)  or  (k),  or  the  second  sentence  of  sub- 
section (e),  of  section  8339  of  such  title)  using  only  any  civil- 
ian service  under  paragraph  (1)(D),  and  any  military  service 
under  paragraph  (2)(B),  which  would  be  creditable  for  pur- 
poses of  computing  an  annuity  under  such  subchapter;  and 

(ii)  as  if  the  individual's  reemployment  terminated  on  the 
effective  date  of  the  election. 

(b)  Chapter  83  Generally  Inapplicable.— (1)  Except  as  provided 
in  subsection  (a)  or  paragraph  (2),  subchapter  III  of  chapter  83  of 
title  5,  United  States  Code,  shall  not  apply  with  respect  to  any  indi- 
vidual who  becomes  subject  to  chapter  84  of  title  5,  United  States 
Code,  pursuant  to  an  election  under  section  301. 
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(2)  Nothing  in  paragraph  (1),  or  in  subchapter  III  of  chapter  83  of 
title  5,  United  States  Code,  shall  preclude — 

(A)  the  making  of  a  deposit  under  such  subchapter  with  re- 
spect to  any  civilian  service  under  subsection  (a)(1)(D)  or  mili- 
tary service  under  subsection  (a)(2)(B)  either  by  the  electing  indi- 
vidual or,  for  purposes  of  survivor  annuities,  by  a  survivor  of 
such  individual. 

(B)  Nothing  in  paragraph  (1)  shall  preclude  the  payment  of 
any  lump-sum  credit  in  accordance  with  section  8342  of  title  5, 
United  States  Code. 

(c)  Refunds  Relating  to  Certain  Civilian  Service. — (1)  Any 
individual  who  makes  an  election  under  section  301  to  become  sub- 
ject to  chapter  84  and  who,  with  respect  to  any  period  before  the  ef- 
fective date  of  the  election,  has  made  a  contribution  to  the  Civil 
Service  Retirement  System  (whether  by  deductions  from  pay  or  by  a 
deposit  or  redeposit)  and  has  not  taken  a  refund  of  the  contribution 
(as  so  made),  shall  be  entitled  to  a  refund  equal  to — 

(A)  for  a  period  of  service  under  clause  (i)  of  subsection 
(a)(1)(B),  the  amount  by  which — 

(i)  the  amount  contributed  with  respect  to  such  period,  ex- 
ceeds 

(ii)  the  amount  required  under  such  clause  (i)  with  re- 
spect to  such  period; 

(B)  for  a  period  of  service  under  clause  (ii)  of  subsection 
(a)(1)(B),  the  amount  by  which — 

(i)  the  amount  so  contributed  with  respect  to  such  period, 
exceeds 

(ii)  the  amount  required  under  such  clause  (ii)  with  re- 
spect to  such  period;  and 

(C)  for  a  period  of  service  under  subparagraph  (C)  of  subsec- 
tion (a)(1),  the  amount  by  which — 

(i)  the  amount  so  contributed  with  respect  to  such  period, 
exceeds 

(ii)  the  amount  required  under  such  subparagraph  with 
respect  to  such  period. 

(2)  A  refund  under  this  subsection — 

(A)  shall  be  payable  with  interest,  computed  at  the  rate  appli- 
cable for  the  period  involved  under  section  8331(8)(C)  of  title  5, 
United  States  Code,  but  only  if  such  interest  would  be  payable 
pursuant  to  an  application  for  a  lump-sum  credit  appropriately 
filed  under  subchapter  III  of  chapter  83  of  such  title;  and 

(B)  shall  be  payable  upon  written  application  therefor  filed 
with  the  Office  of  Personnel  Management. 

SEC.  303.  PROVISIONS  RELATING  TO  AN  ELECTION  TO  BECOME  SUBJECT  TO 
CHAPTER  83  SUBJECT  TO  CERTAIN  OFFSETS  RELATING  TO 
SOCIAL  SECURITY. 

(a)  Refund. — Any  individual  who  makes  an  election  under  sec- 
tion 301(b)(1)(A)  shall,  upon  written  application  to  the  Office  of  Per- 
sonnel Management,  be  entitled  to  a  refund  equal  to — 

(1)  for  the  period  beginning  on  January  1,  1984,  and  ending 
on  December  31,  1986,  the  amount  by  which — 

(A)  the  total  amount  deducted  from  such  individuals 
basic  pay  under  section  8334(a)(1)  of  title  5,  United  States 
Code,  for  such  period,  exceeds 
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(B)  1.3  percent  of  such  individual's  total  basic  pay  for  such 
period;  and 

(2)  for  the  period  beginning  on  January  1,  1987,  and  ending  on 
the  day  before  the  effective  date  of  the  election,  the  amount  by 
which — 

(A)  the  total  amount  deducted  from  such  individual's 
basic  pay  under  such  section  8334(a)(1)  for  such  period, 
exceeds 

(B)  the  total  amount  which  would  have  been  deducted  if 
such  individual's  basic  pay  had  instead  been  subject  to  sec- 
tion 8334(k)  of  such  title  during  such  period. 

(b)  Deposit  Requirements. — (1)  In  the  case  of  an  individual  who 
becoi  les  subject  to  subchapter  III  of  chapter  83  of  title  5,  United 
States  Code,  pursuant  to  notification  as  described  in  the  second  sen- 
tence of  section  301(b)(3)(B),  service  performed  by  such  individual 
before  the  effective  date  of  the  notification  shall  not  be  considered 
creditable  under  such  subchapter  unless — 

(A)  for  any  service  during  the  period  beginning  on  January  1, 
1987,  and  ending  on  the  day  before  such  effective  date,  there  is 
deposited  to  the  credit  of  the  Fund  a  percentage  of  basic  pay  for 
such  period  equal  to  the  percentage  which  would  have  applied 
under  section  8334(k)  of  such  title  if  such  individual's  pay  had 
been  subject  to  such  section  during  such  period; 

(B)  for  any  period  of  service  beginning  on  January  1,  1984, 
and  ending  on  December  31,  1986,  there  is  deposited  to  the 
credit  of  the  Fund  an  amount  equal  to  1.3  percent  of  basic  pay 
for  such  period;  and 

(C)  for  any  period  of  service  before  January  1,  1984,  there  is 
deposited  to  the  credit  of  the  Fund  any  amount  required  with 
respect  to  such  period  under  such  subchapter. 

(2)  A  deposit  under  this  subsection  may  be  made  by  the  individual 
or,  for  purposes  of  survivor  annuities,  a  survivor  of  such  individual. 

SEC.  304.  AMENDMENTS  RELATING  TO  SOCIAL  SECURITY. 

(a)  Amendments  to  Social  Security  Act. — Section  210(a)(5)  of 
the  Social  Security  Act  is  amended — 

(1)  by  striking  out  "or"  at  the  end  of  subparagraph  (F); 

(2)  by  striking  out  the  semicolon  at  the  end  of  subparagraph 
(G)  and  inserting  in  lieu  thereof  "  or";  and 

(3)  by  adding  at  the  end  thereof  the  following: 

"(H)  service  performed  by  an  individual  on  or  after  the 
effective  date  of  an  election  by  such  individual  under  sec- 
tion 301(a)  of  the  Federal  Employees'  Retirement  System 
Act  of  1986,  or  under  regulations  issued  under  section  860 
of  the  Foreign  Service  Act  of  1980  or  section  307  of  the  Cen- 
tral Intelligence  Agency  Retirement  Act  of  1964  for  Certain 
Employees,  to  become  subject  to  chapter  84  of  title  5,  United 
States  Code;". 

(b)  Amendments  to  the  Internal  Revenue  Code  of  1954- — Sec- 
tion 3121(b)(5)  of  the  Internal  Revenue  Code  of  1954  is  amended— 

(1)  by  striking  out  "or"  at  the  end  of  subparagraph  (F); 

(2)  by  striking  out  the  semicolon  at  the  end  of  subparagraph 
(G)  and  inserting  in  lieu  thereof  ",  or";  and 

(3)  by  adding  at  the  end  thereof  the  following: 

"(H)  service  performed  by  an  individual  on  or  after  the 
effective  date  of  an  election  by  such  individual  under  sec- 
tion 301(a)  of  the  Federal  Employees'  Retirement  System 
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Act  of  1986,  or  under  regulations  issued  under  section  860 
of  the  Foreign  Service  Act  of  1980  or  section  307  of  the  Cen- 
tral Intelligence  Agency  Retirement  Act  of  1964  for  Certain 
Employees,  to  become  subject  to  chapter  84  of  title  5,  United 
States  Code;,\ 

SEC.  305.  EXTENSION  OF  FEDERAL  EMPLOYEES'  RETIREMENT  CONTRIBU- 
TION TEMPORARY  ADJUSTMENT  ACT  OF  1983;  REFUND  OF 
EXCESS  CONTRIBUTIONS. 

(a)  Extension. — The  Federal  Employees'  Retirement  Contribution 
Temporary  Adjustment  Act  of  1983  (97  Stat.  1106;  5  U.S.C  8331 
note)  is  amended — 

(1)  in  sections  202(6),  203(a)(4)(A),  203(a)(4)(B),  204(a),  and 
206(b)(2)(A)(i)  by  striking  "May  1,  1986"  each  place  it  appears 
and  inserting  "January  1,  1987",  and  in  sections  202(1)  and 
206(c)(3)  by  striking  "January  1,  1986"  and  inserting  "January 
1,  1987";  and 

(2)  in  subsections  (b)  and  (c)  of  section  205,  by  striking  out 
"and  1986"  and  inserting  in  lieu  thereof  "1986,  and  1987". 

(b)  Refunds. — (1)  The  amendments  made  by  subsection  (a)  shall 
be  effective  as  of  May  1,  1986. 

(2)  Any  refund  payable  to  an  individual  as  a  result  of  paragraph 
(1)  shall  be  paid  out  of  funds  of  the  appropriate  retirement  system. 

(3)  For  purposes  of  this  subsection,  the  term  "retirement  system" 
means  a  covered  retirement  system  as  defined  by  section  203(a)(2)  of 
the  Federal  Employees'  Retirement  Contribution  Temporary  Adjust- 
ment Act  of  1983  (97  Stat.  1107;  5  U.S.C.  8331  note). 

SEC.  306.  APPLICABILITY  TO  THE  UNITED  STATES  POSTAL  SERVICE. 

Section  1005(d)  of  title  39,  United  States  Code,  is  amended  to  read 
as  follows: 

"(d)  Officers  and  employees  of  the  Postal  Service  (other  than  the 
Governors)  shall  be  covered  by  chapters  83  and  84  of  title  5.  The 
Postal  Service  shall  withhold  from  pay  and  shall  pay  into  the  Civil 
Service  Retirement  and  Disability  Fund  the  amounts  specified  in  or 
determined  under  such  chapter  83  and  subchapter  II  of  such  chap- 
ter 84,  respectively.  The  Postal  Service  shall  pay  into  the  Federal 
Retirement  Thrift  Savings  Fund  the  amounts  specified  in  or  deter- 
mined under  subchapters  III  and  VII  of  such  chapter  84- " 

SEC.  307.  USE  OF  "NORMAL-COST PERCENTAGE". 

Notwithstanding  any  other  provision  of  law,  the  normal-cost  per- 
centage (as  defined  by  section  8401(23)  of  title  5,  United  States  Code, 
as  added  by  this  Act)  of  the  Federal  Employees'  Retirement  System 
shall  be  used  to  value  the  cost  of  the  System  for  all  purposes  in 
which  the  cost  of  the  System  is  required  to  be  determined  by  the 
Federal  Government,  including  any  comparisons  between  the  cost  of 
performing  commercial  activities  under  contract  with  commercial 
sources  and  the  cost  of  performing  those  activities  using  Government 
facilities  and  personnel. 

SEC.  308.  RETIREMENT  STUDY. 

(a)  Study  and  Plan. — The  Secretary  of  Defense  and  Secretary  of 
Transportation  shall  conduct  a  study  of  the  retirement  systems  pro- 
vided for  employees  of  nonappropriated  fund  instrumentalities  of 
the  United  States  under  their  respective  jurisdictions  and  shall  de- 
velop a  feasible  plan  or  plans  to  provide  portability  of  vested  retire- 
ment benefits  among  such  retirement  systems  and  other  Federal 
Government  retirement  systems. 
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(b)  Report. — Not  later  than  90  days  after  the  date  of  enactment 
of  this  Act,  the  Secretary  of  Defense  and  Secretary  of  Transportation 
shall  transmit  a  report  to  the  Congress  describing  the  plan  or  plans 
developed  pursuant  to  subsection  (a)  and  the  anticipated  schedule 
for  the  implementation  of  such  plan  or  plans. 

SEC.  309.  REPEAL  OF  AUTOMATIC  TRANSFER  PROVISION. 

Section  207  of  the  Federal  Employees'  Retirement  Contribution 
Temporary  Adjustment  Act  of  1983  (97  Stat.  1111;  5  U.S.C.  8331 
note)  is  repealed. 

SEC.  310.  DISCLOSURE  OF  RETURN  INFORMATION. 

(a)  In  General. — Subsection  (I)  of  section  6103  of  the  Internal 
Revenue  Code  of  1954  (relating  to  disclosure  of  returns  and  return 
information  for  purposes  other  than  tax  administration)  is  amended 
by  adding  at  the  end  thereof  the  following  new  paragraph: 

"(12)  Disclosure  of  jreturn  information  to  carry  out 
federal  employees'  retirement  system. — 

"(A)  In  general. — The  Commissioner  of  Social  Security 
shall,  on  written  request,  disclose  to  the  Office  of  Personnel 
Management  return  information  from  returns  with  respect 
to  net  earnings  from  self-employment  (as  defined  in  section 
1402),  wages  (as  defined  in  section  3121(a)  or  3401(a)),  and 
payments  of  retirement  income,  which  have  been  disclosed 
to  the  Social  Security  Administration  as  provided  by  para- 
graph (1)  or  (5). 

"(B)  Restriction  on  disclosure. — The  Commissioner  of 
Social  Security  shall  disclose  return  information  under  sub- 
paragraph (A)  only  for  purposes  of,  and  to  the  extent  neces- 
sary in,  the  administration  of  chapters  83  and  84  of  title  5, 
United  States  Code. " 

(b)  Conforming  Amendments. — 

(1)  Subparagraph  (A)  of  section  6103(p)(3)  of  such  Code  is 
amended  by  striking  out  "(10),  or  (11)"  and  inserting  in  lieu 
thereof  "(10),  (11),  or  (12)". 

(2)  Paragraph  (4)  of  section  6103(p)  of  such  Code  is  amended— 

(A)  by  striking  out  "(10),  or  (11)"  in  the  material  preced- 
ing subparagraph  (A)  and  inserting  in  lieu  thereof  "(10), 
(11),  or  (12)",  and 

(B)  by  striking  out  "(10),  or  (11)"  in  subparagraph  (F)(u) 
and  inserting  in  lieu  thereof  "(10),  (11),  or  (12)". 

(c)  Reimbursement.— The  Office  of  Personnel  Management  shall 
reimburse  the  costs  (as  determined  by  the  Secretary  of  Health  and 
Human  Services)  of  supplying — 

(1)  information  under  section  6103(1X12)  of  the  Internal  Reve- 
nue Code  of  1954;  and 

(2)  such  other  information  agreed  upon  by  the  Director  of  the 
Office  of  Personnel  Management  and  the  Secretary  of  Health 
and  Human  Services,  which  is  required  in  the  administration 
of  chapters  83  and  84  of  title  5,  United  States  Code. 

Section  1106  (b)  and  (c)  of  the  Social  Security  Act  shall  apply  to  any 
reimbursement  under  this  subsection. 

SEC.  311.  initial  appointments  to  the  federal  retirement  thrift 

INVESTMENT  BOARD, 
(a)  Initial  Appointment  of  Members.— Section  8472(c)  of  title  5, 
United  States  Code  (as  added  by  section  101(a)  of  this  Act)  shall  not 
apply  to  the  members  of  the  Federal  Retirement  Thrift  Investment 
Board  first  appointed  to  such  Board. 
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(b)  Terms  of  Service. — Notwithstanding  subsection  (e)(1)  of  sec- 
tion 8472  of  title  5,  United  States  Code  (as  added  by  section  101(a) 
of  this  Act),  the  term  of  service  of  each  member  of  the  Federal  Re- 
tirement Thrift  Investment  Board  appointed  pursuant  to  subsection 
(a)  shall  be  1  year,  except  that  such  member  shall  continue  to  serve 
until  his  successor  is  appointed  under  subsection  (b)  of  such  section 
8472  and  confirmed  under  subsection  (c)  of  such  section. 

SEC.  312.  PLAN  FOR  DELAYED  CONTRIBUTIONS  TO  THE  THRIFT  SAVINGS 
FUND. 

Not  later  than  January  1,  1988,  the  Executive  Director  of  the  Fed- 
eral Retirement  Thrift  Investment  Board  shall  transmit  to  Congress 
a  plan  to  afford  employees  of  the  Federal  Government  and  Members 
of  Congress  who  make  less  than  the  maximum  amount  of  author- 
ized contributions  to  the  Thrift  Savings  Fund  in  any  period  an  op- 
portunity to  contribute  to  such  Fund,  in  a  later  period,  the  excess  of 
such  amount  over  the  amount  contributed  during  such  period.  The 
plan  shall  include  such  recommendations  for  legislation  as  the  Ex- 
ecutive Director  considers  appropriate. 

TITLE  IV— FOREIGN  SERVICE  RETIREMENT 

SEC.  401.  SHORT  TITLE;  REFERENCES  TO  FOREIGN  SERVICE  ACT  OF  1980. 

(a)  Short  Title. — This  title  may  be  cited  as  the  "Foreign  Service 
Pension  System  Act  of  1986". 

(b)  Amendments  to  Foreign  Service  Act  of  1980. — Whenever  in 
this  title  a  section  or  other  provision  is  amended,  such  amendment 
shall  be  considered  to  be  made  to  that  section  or  other  provision  of 
the  Foreign  Service  Act  of  1980  (22  U.S.C.  3901  et  seqj. 

SEC.  402.  REDESIGNA TION  OF  CERTAIN  PROVISIONS  OF  THE  FOREIGN 
SERVICE  ACT  OF  1980. 

(a)  Conforming  Chapter  Amendments. — Chapter  8  of  title  I  (22 
U.S.C.  4041  et  seq.)  is  amended — 

(1)  by  striking  out  the  caption  of  such  chapter  and  inserting 
in  lieu  thereof  the  following: 

"Chapter  8— Foreign  Service  Retirement  and  Disability 
"subchapter  i — foreign  service  retirement  and  disability 

SYSTEM" 

(2)  by  striking  out  "this  chapter"  each  place  it  appears  and 
inserting  in  lieu  thereof  "this  subchapter";  and 

(3)  by  inserting  "under  this  subchapter"  after  "payable  from 
the  Fund"  each  place  it  appears. 

(b)  Conforming  Amendments  Relating  to  Retirement  for 
Disability  or  Incapacity.— (1)  Section  808(d)  (22  U.S.C.  4048(d))  is 
amended — 

(A)  by  striking  out  "such  subchapter"  each  place  it  appears  in 
the  second  and  third  sentences  and  inserting  in  lieu  thereof 
"subchapter  I  of  such  chapter  8";  and 

(B)  by  striking  out  "Act"  each  place  it  appears  and  inserting 
in  lieu  thereof  "subchapter". 
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(2)  Section  808(e)  (22  U.S.C.  4048(e))  is  amended  by  striking  out 
"Act"  each  place  it  appears  and  inserting  in  lieu  thereof  "subchap- 
ter". 

(c)  Conforming  Amendments  Relating  to  Death  in  Service. — 
Section  809(a)  (22  U.S.C.  4049(a))  is  amended  by  striking  out  "Act" 
and  inserting  in  lieu  thereof  "subchapter". 

SEC.  403.  DEFINITION  OF  COURT. 

Section  804(3)  (22  U.S.C.  4044(3))  is  amended  by  striking  out  "or  of 
the  District  of  Columbia"  and  inserting  in  lieu  thereof  the  follow- 
ing: "  the  District  of  Columbia,  the  Commonwealth  of  Puerto  Rico, 
Guam,  the  Northern  Mariana  Islands,  or  the  Virgin  Islands,  and 
any  Indian  court  as  defined  by  section  201(3)  of  the  Act  entitled  An 
Act  to  prescribe  penalties  for  certain  acts  of  violence  or  intimida- 
tion, and  for  other  purposes',  approved  April  11,  1968  (25  U.S.C. 
1301(3);  82  Stat.  77)". 

SEC.  404.  CREDITABLE  SERVICE  FOR  PURPOSES  OF  SUBCHAPTERS  I  AND  II. 

(a)  Pro  Rata  Share.— Section  804(10)  (22  U.S.C.  4044(10))  is 
amended  by  inserting  "(creditable  under  subchapter  I  or  II)  after 
"creditable  service"  each  place  it  appears. 

(b)  Former  Spouses.— (1)  Section  814(a)(1)  (22  U.S.C.  4054(a)(1))  is 
amended  by  adding  at  the  end  thereof  the  following:  "For  the  pur- 
poses of  this  paragraph,  the  term  'creditable  service'  means  service 
which  is  creditable  under  subchapter  I  or  II. ". 

(2)  Section  814(b)(1)  (22  U.S.C  4054(b)(1))  is  amended  by  adding  at 
the  end  thereof  the  following:  "For  the  purposes  of  this  paragraph, 
the  term  'creditable  service'  means  service  which  is  creditable  under 
subchapter  I  or  II. ". 

(c)  Lump-Sum  Payments.— Section  815(i)  (22  U.S.C  4055(V)  is 
amended  by  adding  at  the  end  thereof  the  following:  "For  the  pur- 
poses of  this  subsection,  the  term  'creditable  service'  means  service 
which  is  creditable  under  subchapter  I  or  II. ". 

SEC.  405.  CONTRIBUTIONS  TO  THE  FOREIGN  SERVICE  RETIREMENT  AND 
DISABILITY  SYSTEM. 

(a)  Contributions  After  December  31,  1986.— Section  805  (22 
U.S.C.  4045)  is  amended— 

(1)  by  inserting  "Except  as  provided  in  subsection  (h), "  before 
"7  percent"  in  the  first  sentence  of  subsection  (a);  and 

(2)  by  adding  at  the  end  thereof  the  following  new  subsection 
(h): 

"(h)  Effective  with  respect  to  pay  periods  beginning  after  Decem- 
ber 31,  1986,  in  administering  this  section  with  respect  to  a  partici- 
pant described  in  section  853(c)  whose  service  is  employment  for  the 
purposes  of  title  II  of  the  Social  Security  Act  and  chapter  21  of  the 
Internal  Revenue  Code  of  1954,  contributions  to  the  Fund  and  inter- 
est thereon  shall  be  computed  as  if  section  8334(h)  of  title  5,  United 
States  Code,  were  applicable. ". 

(b)  Creditability  of  Interim  Service.— Subsection  (d)  of  section 
805  (22  U.S.C  4045(d))  is  amended  by  adding  at  the  end  thereof  the 
following: 

"(4)  Notwithstanding  the  preceding  provisions  of  this  subsection 
and  any  provision  of  section  206(b)(3)  of  the  Federal  Employees'  Re- 
tirement Contribution  Temporary  Adjustment  Act  of  1983,  the  per- 
centage of  basic  pay  required  under  this  subsection  in  the  case  of  a 
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participant  described  in  section  853(c)  shall,  with  respect  to  any  cov- 
ered service  (as  defined  by  section  203(a)(3)  of  such  Act)  performed 
by  such  individual  after  December  31,  1983,  and  before  January  1, 
1987,  be  equal  to  1.3 percent. ". 

SEC.  406.  OFFSET  OF  ANNUITY  BY  THE  AMOUNT  OF  SOCIAL  SECURITY  BEN- 
EFITS. 

Section  806  (22  U.S.C.  4046)  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection: 

"(m)  The  annuity  or  survivor  annuity  payable  to  any  individual 
subject  to  section  805(h)  beginning  with  the  first  month  for  which 
such  individual  both — 

"(1)  attains  the  minimum  age  for  old-age  benefits  under  title 
II  of  the  Social  Security  Act,  and 

(2)  first  becomes  entitled,  or  would  upon  proper  application 
become  entitled,  for  disability  or  survivor  benefits  under  title  II 
of  the  Social  Security  Act  based  on  the  service  of  any  individual 
under  this  subchapter, 
shall  be  computed  as  if  section  8349  of  title  5,  United  States  Code, 
were  applicable. ". 

SEC.  407.  18-MONTH  PERIOD  TO  ELECT  SURVIVOR  ANNUITY. 

Section  806  (22  U.S.C.  4046)  is  further  amended  by  adding  at  the 
end  thereof  the  following: 
"(n)(l)(A)  A  participant — 

"(V  who,  at  the  time  of  retirement,  is  married;  and 
"(ii)  who  elects  at  such  time  (in  accordance  with  subsection 
(b))  to  waive  a  survivor  annuity, 
may,  during  the  18-month  period  beginning  on  the  date  of  the  retire- 
ment of  such  participant,  elect  to  have  a  reduction  under  subsection 
(b)  made  in  the  annuity  of  the  participant  (or  in  such  portion  there- 
of as  the  participant  may  designate)  in  order  to  provide  a  survivor 
annuity  for  the  spouse  of  such  participant. 
"(B)  A  participant — 

"(i)  who,  at  the  time  of  retirement,  is  married,  and 
"(ii)  who  at  such  time  designates  (in  accordance  with  subsec- 
tion (b))  that  a  limited  portion  of  the  annuity  of  such  partici- 
pant is  to  be  used  as  the  base  for  a  survivor  annuity, 
may,  during  the  18-month  period  beginning  on  the  date  of  the  retire- 
ment of  such  participant,  elect  to  have  a  greater  portion  of  the  an- 
nuity of  such  participant  so  used. 

"(2)(A)  An  election  under  subparagraph  (A)  or  (B)  of  paragraph  (1) 
of  this  subsection  shall  not  be  considered  effective  unless  the 
amount  specified  in  subparagraph  (B)  of  this  paragraph  is  deposited 
into  the  Fund  before  the  expiration  of  the  applicable  18-month 
period  under  paragraph  (1). 

"(B)  The  amount  to  be  deposited  with  respect  to  an  election  under 
this  subsection  is  an  amount  equal  to  the  sum  of— 

"(i)  the  additional  cost  to  the  System  which  is  associated 
with  providing  a  survivor  annuity  under  subsection  (b)  of  this 
section  and  results  from  such  election  taking  into  account  (I) 
the  difference  (for  the  period  between  the  date  on  which  the  an- 
nuity of  the  former  participant  commences  and  the  date  of  the 
election)  between  the  amount  paid  to  such  former  participant 
under  this  subchapter  and  the  amount  which  would  have  been 
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paid  if  such  election  had  been  made  at  the  time  the  participant 
or  former  participant  applied  for  the  annuity,  and  (II)  the  costs 
associated  with  providing  the  later  election;  and 

"(ii)  interest  on  the  additional  cost  determined  under  clause 
(i)(I)  of  this  subparagraph  computed  using  the  interest  rate  spec- 
ified or  determined  under  section  805(d)(3)  for  the  calendar  year 
in  which  the  amount  to  be  deposited  is  determined. 
"(3)  An  election  by  a  participant  under  this  subsection  voids  pro- 
spectively any  election  previously  made  in  the  case  of  such  partici- 
pant under  subsection  (b). 

"(4)  An  annuity  which  is  reduced  in  connection  with  an  election 
under  this  subsection  shall  be  reduced  by  the  same  percentage  reduc- 
tions as  were  in  effect  at  the  time  of  the  retirement  of  the  partici- 
pant whose  annuity  is  so  reduced. 

"(5)  Rights  and  obligations  resulting  from  the  election  of  a  re- 
duced annuity  under  this  subsection  shall  be  the  same  as  the  rights 
and  obligations  which  would  have  resulted  had  the  participant  in- 
volved elected  such  annuity  at  the  time  of  retiring. ". 

SEC.  408.  ALTERNATE  FORMS  OF  ANNUITIES. 

Section  807  (22  U.S.C.  404?)  is  amended  by  adding  at  the  end 
thereof  the  following: 

"(e)(1)  The  Secretary  of  State  shall  prescribe  regulations  under 
which  a  participant  may,  at  the  time  of  retiring  under  this  subchap- 
ter (other  than  under  section  808),  elect  annuity  benefits  under  this 
section  instead  of  any  other  benefits  under  this  subchapter  (includ- 
ing survivor  benefits)  based  on  the  service  of  the  participant. 

"(2)  Subject  to  paragraph  (3),  the  Secretary  of  State  shall  by  regu- 
lation provide  for  such  alternative  forms  of  annuities  as  the  Secre- 
tary considers  appropriate,  except  that  among  the  alternatives  of- 
fered shall  be — 

"(A)  an  alternative  which  provides  for — 

"(i)  payment  of  the  lump  sum  credit  (excluding  interest) 
to  the  participant;  and 

"(ii)  payment  of  an  annuity  to  the  participant  for  life; 
and 

"(B)  in  the  case  of  a  participant  who  is  married  at  the  time  of 
retirement,  an  alternative  which  provides  for — 

"(i)  payment  of  the  lump-sum  credit  (excluding  interest) 
to  the  participant;  and 

"(ii)  payment  of  an  annuity  to  the  participant  for  life, 
with  a  survivor  annuity  payable  for  the  life  of  a  surviving 
spouse. 

"(3)  Each  alternative  provided  for  under  paragraph  (2)  shall,  to 
the  extent  practicable,  be  designed  such  that  the  total  value  of  the 
benefits  provided  under  such  alternative  (including  any  lump-sum 
credit)  is  actuarially  equivalent  to  the  value  of  the  annuity  which 
would  otherwise  be  provided  the  participant  under  this  subchapter, 
as  computed  under  section  806(a). 

"(4)  A  participant  who,  at  the  time  of  retiring  under  this  subchap- 
ter— 

"(A)  is  married,  shall  be  ineligible  to  make  an  election  under 
this  section  unless  a  waiver  is  made  under  section  806(b)(1)(B); 
or 
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"(B)  has  a  former  spouse,  shall  be  ineligible  to  make  an  elec- 
tion under  this  section  if  the  former  spouse  is  entitled  to  bene- 
fits under  this  subchapter  (based  on  the  service  of  the  partici- 
pant) unless  a  waiver  has  been  made  under  section  806(b)(1)(C). 
"(5)  A  participant  who  is  married  at  the  time  of  retiring  under 
this  subchapter  and  who  makes  an  election  under  this  section  may, 
during  the  18-month  period  beginning  on  the  date  of  retirement, 
make  the  election  provided  for  under  section  806(n),  subject  to  the 
deposit  requirement  thereunder. 

"(6)  Notwithstanding  any  other  provision  of  law,  any  lump-sum 
credit  provided  pursuant  to  an  election  under  this  subsection  shall 
not  preclude  an  individual  from  receiving  any  other  benefits  under 
this  subsection. 

SEC.  409.  TREATMENT  OF  CERTAIN  RECALL  SERVICE. 

Section  823  (22  U.S.C.  4063)  is  amended  by  adding  at  the  end 
thereof  the  following: 

"(c)  If  an  annuitant  becomes  subject  to  subchapter  II  of  this  chap- 
ter by  reason  of  recall  service — 

"(1)  subsections  (a)  and  (b)  shall  not  apply  to  such  annuitant; 
and 

"(2)  section  824  shall  apply  to  the  recall  service  as  if  such 
service  were  reemployment. ". 

SEC.  410.  REEMPLOYMENT. 

Section  824  (22  U.S.C.  4064)  is  amended  to  read  as  follows: 

"Sec  824.  Reemployment. — (a)(1)(A)  Except  in  the  case  of  an  an- 
nuitant who  makes  an  election  under  subsection  (b),  if  any  former 
participant,  who  has  retired  and  is  receiving  an  annuity  under  this 
subchapter  or  subchapter  II  of  this  chapter,  becomes  employed  in  an 
appointive  or  elective  position  in  the  Government,  payment  of  any 
annuity  under  either  subchapter  to  the  annuitant  shall  terminate 
effective  on  the  date  of  the  employment  and  the  reemployment  serv- 
ice shall  be  covered  service  under  the  rules  of  the  system  under 
which  the  appointment  is  made. 

"(B)  If  the  annuity  of  an  individual  is  terminated  under  subpara- 
graph (A)  and  that  individual  becomes  covered  under  the  same  re- 
tirement system  from  which  that  annuity  is  terminated,  that  indi- 
vidual shall  be  entitled  to  a  redetermination  of  rights  under  that 
system  upon  termination  of  the  employment. 

"(C)  If  the  annuity  is  terminated  and  the  individual  becomes  cov- 
ered under  another  contributory  retirement  system  for  Government 
employees  pursuant  to  paragraph  (A),  the  individual  shall  be  enti- 
tled to  benefits  under  the  rules  of  that  system.  In  addition,  the  indi- 
vidual shall  be  entitled  to  a  resumption  of  any  annuity  terminated 
by  reason  of  the  employment. 

"(b)(1)  A  participant  who  is  entitled  to  an  annuity  under  this  sub- 
chapter or  subchapter  II  of  this  chapter  and  becomes  employed  in  an 
appointive  or  elective  position  in  the  Government  on  a  part-time, 
intermittent,  or  temporary  basis  may  elect  to  continue  to  receive 
either  or  both  annuities  as  provided  in  this  subsection. 

"(2)  The  total  annuity  payable  under  this  chapter  to  an  annuitant 
making  an  election  under  paragraph  (1)  shall  be  reduced  during  the 
part-time,  intermittent,  or  temporary  employment  referred  to  in 
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paragraph  (V  as  necessary  to  meet  the  requirements  of  paragraph 

(S). 

"(3)  The  sum  of— 

"(A)  the  total  annuity  payable  under  this  chapter  to  an  annu- 
itant making  an  election  under  paragraph  (1),  and 

"(B)  the  annual  rate  of  pay  payable  to  the  annuitant  during 
the  part-time,  intermittent,  or  temporary  employment  referred  to 
in  paragraph  (1), 

may  not  exceed,  in  any  calendar  year,  the  highest  annual  rate  of 
pay  which  is  payable  during  such  year  for  full-time  employment  in 
the  position  in  which  the  annuitant  is  employed. 

"(4)  Upon  termination  of  the  part-time,  intermittent,  or  temporary 
employment  referred  to  in  paragraph  (1),  payment  of  the  full  annu- 
ity of  an  annuitant  who  has  made  an  election  under  paragraph  (1) 
of  this  subsection  shall  resume. 

"(c)  The  amount  of  annuity  which  has  been  terminated  or  reduced 
under  this  section  by  reason  of  the  reemployment  of  the  annuitant 
and  is  resumed  under  this  section  shall  be  the  amount  of  the  annu- 
ity which  would  have  been  payable  if  the  annuitant  had  not  accept- 
ed the  reemployment.  The  amount  of  an  annuity  resulting  from  a 
redetermination  of  rights  pursuant  to  subsection  (a)  shall  not  be  less 
than  the  amount  of  an  annuity  resumed  under  the  previous  sen- 
tence. 

"(d)  The  annuity  rights  of  any  participant  who  is  reemployed  in 
the  Government  shall  be  determined  under  this  section  instead  of 
section  8468  of  title  5,  United  States  Code. 

"(e)  When  any  such  retired  participant  is  reemployed,  the  employ- 
er shall  send  a  notice  of  such  reemployment  to  the  Secretary  of 
State,  together  with  all  pertinent  information  relating  to  such  em- 
ployment, and  shall  pay  directly  to  such  participant  the  salary  of 
the  position  in  which  he  or  she  is  serving. 

"(f)  In  the  event  of  any  overpayment  under  this  section,  such  over- 
payment shall  be  recovered  by  withholding  the  amount  involved 
from  the  salary  payable  to  such  reemployed  participant  or  from  any 
other  moneys,  including  annuity  payments,  payable  under  this  chap- 
ter. ". 

SEC.  411.  COMPARABILITY  BETWEEN  THE  FEDERAL  EMPLOYEES'  RETIRE- 
MENT SYSTEM  AND  THE  FOREIGN  SERVICE  PENSION  SYSTEM. 

Section  827  (22  U.S.C.  4067)  is  amended  by  adding  at  the  end 
thereof  the  following: 

"(c)  The  President  shall  maintain,  under  the  same  conditions  and 
in  the  same  manner  as  provided  in  subsections  (a)  and  (b)  existing 
conformity  between  the  Federal  Employees1  Retirement  System  pro- 
vided in  chapter  84  of  title  5,  United  States  Code,  and  the  Foreign 
Service  Pension  System  provided  in  subchapter  II  of  this  chapter. ". 
SEC.  412.  MODERATION  OF  REMARRIAGE  PENALTY. 

Chapter  8  of  title  I  (22  U.S.C.  4041  et  seq.)  is  further  amended  by 
adding  after  section  827  the  following: 

"Sec.  828.  Remarriage. — Notwithstanding  any  other  provision  of 
this  subchapter,  any  benefit  payable  under  this  subchapter  to  a  sur- 
viving spouse,  former  spouse,  or  surviving  former  spouse  that  would 
otherwise  terminate  or  be  lost  if  the  individual  remarried  before  60 
years  of  age,  shall  not  terminate  or  be  lost  if  the  remarriage  oc- 
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curred  on  or  after  November  8,  1984,  and  the  individual  was  55 
years  of  age  or  over  on  the  date  of  the  remarriage.  ". 

SEC.  413.  LUMPSUM  PAYMENTS. 

Subsection  (a)  of  section  815  is  amended  by  adding  at  the  end 
thereof  the  following:  "A  participant  who  becomes  subject  to  sub- 
chapter II  shall  be  entitled  to  payment  of  the  lump-sum  credit  if 
and  to  the  extent  that,  such  lump-sum  credit  relates  to  service  of  a 
type  described  in  clauses  (i)  through  (Hi)  of  section  302(a)(1)(C)  of  the 
Federal  Employees'  Retirement  System  Act  of  1986. ". 

SEC.  414.  EXCLUSION  OF  PARTICIPANTS  IN  FOREIGN  SERVICE  PENSION 
SYSTEM  FROM  FOREIGN  SERVICE  RETIREMENT  AND  DISABIL- 
ITY SYSTEM. 

Section  803  is  amended — 

(1)  in  subsection  (a),  by  striking  out  "The"  and  inserting  in 
lieu  thereof  "Except  as  provided  in  subsection  (d),  the";  and 

(2)  by  adding  at  the  end  thereof  the  following: 

u(d)  An  individual  subject  to  the  Foreign  Service  Pension  System 
(described  in  subchapter  II)  is  not  a  participant  in  this  System. ". 

SEC.  415.  FOREIGN  SERVICE  PENSION  SYSTEM. 

Chapter  8  of  title  I  (22  U.S.C.  4041  et  seq.)  is  further  amended  by 
adding  at  the  end  thereof  the  following: 

"SUBCHAPTER  II — FOREIGN  SERVICE  PENSION  SYSTEM 

"Sec.  851.  Establishment. — (a)  There  is  hereby  established  a  For- 
eign Service  Pension  System. 

"(b)  Except  as  otherwise  specifically  provided  in  this  subchapter 
or  any  other  provision  of  law,  the  provisions  of  chapter  84  of  title  5, 
United  States  Code,  shall  apply  to  all  participants  in  the  Foreign 
Service  Pension  System  and  such  participants  shall  be  treated  in  all 
respects  similar  to  persons  whose  participation  in  the  Federal  Em- 
ployees' Retirement  System  provided  in  that  chapter  is  required. 

"Sec.  852.  Definitions. — As  used  in  this  subchapter,  unless  oth- 
erwise specified — 

"(1)  the  term  'court  order'  has  the  same  meaning  given  in  sec- 
tion 804(4); 

"(2)  the  term  Fund'  means  the  Foreign  Service  Retirement 
and  Disability  Fund  maintained  by  the  Secretary  of  the  Treas- 
ury pursuant  to  section  802; 

"(3)  the  term  'normal  cost'  means  the  entry-age  normal  cost  of 
the  provisions  of  the  System  which  relate  to  the  Fund,  comput- 
ed by  the  Secretary  of  State  in  accordance  with  generally  accept- 
ed actuarial  practice  and  standards  (using  dynamic  assump- 
tions) and  expressed  as  a  level  percentage  of  aggregate  basic 
pay; 

"(4)  the  term  'participant'  means  a  person  who  participates  in 
the  Foreign  Service  Pension  System; 

"(5)  the  term  'pro  rata  share'  in  the  case  of  any  former  spouse 
of  any  participant  or  former  participant  means  the  percentage 
which  is  equal  to  the  percentage  that  (A)  the  number  of  years 
during  which  the  former  spouse  was  married  to  the  participant 
during  the  service  of  the  participant  which  is  creditable  under 
this  chapter  is  of  (B)  the  total  number  of  years  of  such  service, 
disregarding  extra  credit  under  section  817; 
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"(6)  the  term  'supplemental  liability'  means  the  estimated 
excess  of— 

"(A)  the  actuarial  present  value  of  all  future  benefits  pay- 
able from  the  Fund  under  this  subchapter  based  on  the 
service  of  participants  or  former  participants,  over 
"(B)  the  sum  of— 

"(i)  the  actuarial  present  value  of  (I)  deductions  to  be 
withheld  from  the  future  basic  pay  of  participants  pur- 
suant to  section  856  and  (II)  contributions  for  past  ci- 
vilian and  military  service; 

"(ii)  the  actuarial  present  value  of  future  contribu- 
tions to  be  made  pursuant  to  section  857; 

"(Hi)  the  Fund  balance  as  of  the  date  the  supplemen- 
tal liability  is  determined,  to  the  extent  that  such  bal- 
ance is  attributable — 

"(I)  to  the  System,  or 

' (II)  to  the  contributions  made  under  the  Feder- 
al Employees'  Retirement  Contribution  Temporary 
{  Adjustment  Act  of  1983  (5  U.S.C.  8331  note);  and 
"(iv)  any  other  appropriate  amount,  as  determined  by 
the  Secretary  of  State  in  accordance  with  generally  ac- 
cepted actuarial  practices  and  principles;  and 
"(7)  the  term  'System   means  the  Foreign  Service  Pension 
System. 

"Sec.  853.  Participants. — (a)  Except  for  persons  excluded  by  sub- 
section (b),  (c),  or  (d),  all  members  of  the  Foreign  Service,  any  of 
whose  service  after  December  31,  1983,  is  employment  for  the  pur- 
pose of  title  II  of  the  Social  Security  Act  and  chapter  21  of  the  Inter- 
nal Revenue  Code  of  1954,  who  would,  but  for  this  section,  be  par- 
ticipants in  the  Foreign  Service  Retirement  and  Disability  System 
pursuant  to  section  803  shall  instead  be  participants  in  the  Foreign 
Service  Pension  System. 

"(b)  Members  of  the  Service  who  were  participants  in  the  Foreign 
Service  Retirement  and  Disability  System  on  or  before  December  31, 
1983,  and  who  have  not  had  a  break  in  service  in  excess  of  one  year 
since  that  date,  are  not  made  participants  in  the  System  by  this  sec- 
tion, without  regard  to  whether  they  are  subject  to  title  II  of  the 
Social  Security  Act. 

"(c)  Individuals  who  become  members  of  the  Service  after  having 
completed  at  least  5  years  of  civilian  service  creditable  under  sub- 
chapter I,  subchapter  III  of  chapter  83  of  title  5,  United  States  Code 
(the  Civil  Service  Retirement  System),  or  title  II  of  the  Central  Intel- 
ligence Agency  Retirement  Act  of  1964  for  Certain  Employees  (deter- 
mined without  regard  to  any  deposit  or  redeposit  requirement  under 
any  such  subchapter  or  title,  any  requirement  that  the  individual 
become  subject  to  such  subchapter  or  title  after  performing  the  serv- 
ice involved,  or  any  requirement  that  the  individual  give  notice  in 
writing  to  the  official  by  whom  such  individual  is  paid  of  such  in- 
dividuals desire  to  become  subject  to  such  subchapter  or  title)  are 
not  participants  in  the  System,  except  to  the  extent  provided  for 
under  title  III  of  the  Federal  Employees '  Retirement  System  Act  of 
1986  pursuant  to  an  election  under  such  title  to  become  subject  to 
this  subchapter  (under  regulations  issued  by  the  Secretary  of  State 
pursuant  to  section  860). 
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"(d)  The  Secretary  may  exclude  from  the  operation  of  this  sub- 
chapter any  member  of  the  Foreign  Service,  or  group  of  members, 
whose  employment  is  temporary  or  intermittent,  except  a  member 
whose  employment  is  part-time  career  appointment  or  career  candi- 
date appointment  under  section  306. 

"Sec.  854-  Creditable  Service. — (a)  For  purposes  of  this  sub- 
chapter, creditable  service  of  a  participant  includes — 

"(1)  service  as  a  participant  after  December  31,  1986; 
(2)  service  with  respect  to  which  deductions  and  withhold- 
ings under  section  204(a)(2)  of  the  Federal  Employees'  Retire- 
ment Contribution  Temporary  Adjustment  Act  of  1983  have 
been  made;  and 

"(3)  except  as  provided  in  subsection  (b),  any  civilian  service 
performed  before  January  1,  1989  (other  than  service  under 
paragraph  (1)  or  (2)),  which,  but  for  the  amendment  made  by 
section  414  of  the  Federal  Employees'  Retirement  System  Act  of 
1986,  would  be  creditable  under  subchapter  I  (determined  with- 
out regard  to  any  deposit  or  redeposit  requirement  under  such 
subchapter,  subchapter  III  of  chapter  83  of  title  5,  United  States 
Code  (the  Civil  Service  Retirement  System),  or  title  II  of  the 
Central  Intelligence  Agency  Retirement  Act  of  1964  for  Certain 
Employees,  any  requirement  that  the  individual  become  subject 
to  such  subchapter  or  title  after  performing  the  service  involved, 
or  any  requirement  that  the  individual  give  notice  in  writing  to 
the  official  by  whom  such  individual  is  paid  of  such  individ- 
uals desire  to  become  subject  to  such  subchapter  or  title). 
"(b)(1)  A  participant  who  has  received  a  refund  of  retirement  de- 
ductions under  subchapter  I  with  respect  to  any  service  described  in 
subsection  (a)(3)  may  not  be  allowed  credit  for  such  service  under 
this  subchapter  unless  such  participant  deposits  into  the  Fund  an 
amount  equal  to  1.3  percent  of  basic  pay  for  such  service,  with  inter- 
est. 

"(2)  A  participant  may  not  be  allowed  credit  under  this  subchap- 
ter for  any  service  described  in  subsection  (a)(3)  for  which  retirement 
deductions  under  subchapter  I  have  not  been  made,  unless  such  par- 
ticipant deposits  into  the  Fund  an  amount  equal  to  1.3  percent  of 
basic  pay  for  such  service,  with  interest. 

"(3)  Interest  under  paragraph  (1)  or  (2)  shall  be  computed  in  ac- 
cordance with  section  805(d)  and  regulations  issued  by  the  Secretary 
of  State. 

"(c)  Credit  shall  be  given  under  this  System  to  a  participant  for  a 
period  of  prior  satisfactory  service  as — 

(1)  a  volunteer  or  volunteer  leader  under  the  Peace  Corps  Act 
(22  U.S.C.  2501  etseq.), 

"(2)  a  volunteer  under  part  A  of  title  VIII  of  the  Economic 
Opportunity  Act  of  1964,  or 

"(3)  a  full-time  volunteer  for  a  period  of  service  of  at  least  one 
years  duration  under  part  A,  B,  or  C  of  title  I  of  the  Domestic 
Volunteer  Service  Act  of  1973  (42  U.S.C.  4951  et  seq.), 

if  the  participant  makes  a  payment  to  the  Fund  equal  to  3  percent 
of  pay  received  for  the  volunteer  service  (as  determined  in  accord- 
ance with  regulations  of  the  Secretary  of  State  consistent  with  regu- 
lations for  making  corresponding  determinations  under  chapter  83, 
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title  5,  United  States  Code)  together  with  interest  determined  under 
regulations  issued  by  the  Secretary  of  State. 

"(d)  Credit  shall  be  given  under  this  System  to  a  participant  for  a 
period  of  prior  service  under  the  Federal  Employees'  Retirement 
System  (described  in  chapter  84  of  title  5,  United  States  Code)  or 
under  title  III  of  the  Central  Intelligence  Agency  Retirement  Act  of 
1964  for  Certain  Employees  if  the  participant  waives  credit  under 
the  other  retirement  system  and  makes  a  payment  to  the  Fund  equal 
to  the  amount  which  would  have  been  deducted  from  pay  under  sec- 
tion 856(a)  had  the  individual  been  a  participant  during  the  prior 
creditable  service  under  the  other  retirement  system  together  with 
interest  on  such  amount  computed  in  accordance  with  regulations 
issued  by  the  Secretary  of  State. 

"Sec.  855.  Entitlement  to  Annuity.— (a)(1)  Any  participant  may 
be  retired  under  the  conditions  specified  in  section  811  and  shall  be 
retired  under  the  conditions  specified  in  sections  812  and  813  and 
receive  benefits  under  this  subchapter. 
"(2)  For  the  purposes  of  this  subsection — 

"(A)  the  term  'participant',  as  used  in  the  sections  referred  to 
in  paragraph  (1),  means  a  participant  in  the  Foreign  Service 
Pension  System;  and 

"(B)  the  term  'System',  as  used  in  those  sections,  means  the 
Foreign  Service  Pension  System. 
"(b)(1)  Any  participant  who  retires  voluntarily  or  mandatorily 
under  section  607,  608,  811,  812,  or  813  under  conditions  authorizing 
an  immediate  annuity  for  participants  in  the  Foreign  Service  Retire- 
ment and  Disability  System  and  who  has  completed  at  least  5  years 
of  service  subject  to  this  chapter  shall  be  entitled  to  an  immediate 
annuity  computed  under  paragraph  (2). 

"(2)  An  annuity  under  paragraph  (1)  shall  be  computed — 

"(A)  for  all  service  earned  while  a  participant  in  this  System, 
at  the  rate  stated  in  section  8415(d)  of  title  5,  United  States 
Code;  and 

"(B)  for  all  service  earned  while  a  participant  in  another  re- 
tirement system  creditable  under  section  854(d),  at  the  rate 
which  would  have  been  applicable  to  the  individual  had  that 
individual  remained  a  participant  in  the  other  system;  and 

"(C)  for  all  volunteer  service  creditable  under  section  854(c), 
at  the  rate  stated  in  section  8415(a)  of  title  5,  United  States 
Code. 

"(c)  A  participant  who  is  entitled  to  an  immediate  annuity  under 
subsection  (b)  shall  be  entitled  to  receive  an  annuity  supplement 
while  the  annuitant  is  under  62  years  of  age.  The  annuity  supple- 
ment shall  be  based  on  the  total  creditable  service  of  the  annuitant 
and  shall  be  computed  in  accordance  with  sections  8421(b)  and 
8421a  of  title  5,  United  States  Code,  as  if  the  participant  were  a  law 
enforcement  officer  retired  under  section  8412(d)  of  such  title. 

"(d)  Any  participant  who  is  separated  for  cause  under  section  610 
shall  not  be  entitled  to  an  annuity  under  this  System  when  the  Sec- 
retary determines  that  the  separation  was  based  in  whole  or  in  part 
on  disloyalty  to  the  United  States. 

"Sec.  856.  Deductions  and  Withholdings  From  Pay.— (a)  The 
employing  agency  shall  deduct  and  withhold  from  basic  pay  of  each 
participant  a  percentage  of  basic  pay  equal  to  7V2  percent  minus  the 
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percentage  then  in  effect  under  section  3101(a)  of  the  Internal  Reve- 
nue Code  of  1954  (relating  to  the  rate  of  tax  for  old  age,  survivors 
and  disability  insurance). 

"(b)  Each  participant  is  deemed  to  consent  and  agree  to  the  deduc- 
tions under  subsection  (a).  Notwithstanding  any  law  or  regulation 
affecting  the  pay  of  a  participant,  payment  less  such  deductions  is  a 
full  and  complete  discharge  and  acquittance  of  all  claims  and  de- 
mands for  regular  services  during  the  period  covered  by  the  pay- 
ment, except  the  right  to  any  benefits  under  this  subchapter  based 
on  the  service  of  the  participant. 

"(c)  Amounts  deducted  and  withheld  under  this  section  shall  be 
deposited  in  the  Treasury  of  the  United  States  to  the  credit  of  the 
Fund  under  such  procedures  as  the  Comptroller  General  of  the 
United  States  may  prescribe. 

"(d)  Under  such  regulations  as  the  Secretary  of  State  may  issue, 
amounts  deducted  under  subsection  (a)  shall  be  entered  on  individ- 
ual retirement  records. 

"Sec.  857.  Government  Contributions. — (a)  Each  agency  em- 
ploying any  participant  shall  contribute  to  the  Fund  the  amount 
computed  in  a  manner  similar  to  that  used  under  section  8423(a)  of 
title  5,  United  States  Code,  pursuant  to  determinations  of  the 
normal  cost  percentage  for  the  Foreign  Service  Pension  System  by 
the  Secretary  of  State. 

"(b)(1)  The  Secretary  of  State  shall  compute  the  amount  of  the 
supplemental  liability  of  the  Fund  as  of  the  close  of  each  fiscal  year 
beginning  after  September  30,  1987.  The  amount  of  any  such  supple- 
mental liability  shall  be  amortized  in  30  equal  annual  installments 
with  interest  computed  at  the  rate  used  in  the  most  recent  valuation 
of  the  System. 

"(2)  At  the  end  of  each  fiscal  year,  the  Secretary  of  State  shall 
notify  the  Secretary  of  the  Treasury  of  the  amount  of  the  install- 
ment computed  under  this  subsection  for  such  year. 

"(3)  Before  closing  the  accounts  for  a  fiscal  year,  the  Secretary  of 
the  Treasury  shall  credit  to  the  Fund,  as  a  Government  contribu- 
tion, out  of  any  money  in  the  Treasury  of  the  United  States  not  oth- 
erwise appropriated,  the  amount  under  paragraph  (2)  of  this  subsec- 
tion for  such  year. 

"Sec.  858.  Cost-of-Living  Adjustments. — Cost-of-living  adjust- 
ments for  annuitants  under  this  System  shall  be  granted  under  pro- 
cedures in  section  8462  of  title  5,  United  States  Code,  in  the  same 
manner  as  such  adjustments  are  made  for  annuitants  referred  to  in 
subsection  (c)(3)(B)(ii)  of  such  section. 

"Sec.  859.  General  and  Administrative  Provisions. — (a)  The 
Secretary  of  State  shall  administer  the  Foreign  Service  Pension 
System  except  for  matters  relating  to  the  Thrift  Savings  Plan  pro- 
vided in  subchapters  III  and  VII  of  chapter  84  of  title  5,  United 
States  Code.  The  Secretary  of  State  shall,  with  respect  to  the  Foreign 
Service  Pension  System,  perform  the  functions  and  exercise  the  au- 
thority vested  in  the  Office  of  Personnel  Management  or  the  Director 
of  such  Office  by  such  chapter  84  and  may  issue  regulations  for 
such  purposes. 

"(b)  Determinations  of  the  Secretary  of  State  under  the  Foreign 
Service  Pension  System  which,  if  made  by  the  Office  of  Personnel 
Management  under  chapter  84  of  title  5,  United  States  Code,  or  the 
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Director  of  such  Office,  would  be  appealable  to  the  Merit  Systems 
Protection  Board  shall,  instead,  be  appealable  to  the  Foreign  Service 
Grievance  Board,  except  that  determinations  of  disability  for  par- 
ticipants shall  be  based  upon  the  standards  in  section  808  (other 
than  the  exclusion  for  vicious  habits,  intemperance,  or  willful  mis- 
conduct) and  subject  to  review  in  the  same  manner  as  under  that 
section. 

"(c)  At  least  every  5  years,  the  Secretary  of  the  Treasury  shall  pre- 
pare periodic  valuations  of  the  Foreign  Service  Pension  System  and 
shall  advise  the  Secretary  of  State  of  (1)  the  normal  cost  of  the 
System,  (2)  the  supplemental  liability  of  the  System,  and  (3)  the 
amounts  necessary  to  finance  the  costs  of  the  System. 

"Sec.  860.  Transition  Provisions. — The  Secretary  of  State  shall 
issue  regulations  providing  for  the  transition  from  the  Foreign  Serv- 
ice Retirement  and  Disability  System  to  the  Foreign  Service  Pension 
System  in  a  manner  comparable  to  the  transition  of  employees  sub- 
ject to  subchapter  III  of  chapter  83  of  title  5,  United  States  Code 
(the  Civil  Service  Retirement  System),  to  the  Federal  Employees'  Re- 
tirement System.  For  this  and  related  purposes,  references  made  to 
participation  in  subchapter  III  of  chapter  83  of  title  5,  United  States 
Code  (the  Civil  Service  Retirement  System),  the  Social  Security  Act, 
and  the  Internal  Revenue  Code  of  1954  shall  be  deemed  to  refer  to 
participation  in  the  Foreign  Service  Pension  System  or  the  Foreign 
Service  Retirement  and  Disability  System,  as  appropriate. 

"Sec.  861.  Former  Spouses. — (a)(1)(A)  Unless  otherwise  expressly 
provided  by  any  spousal  agreement  or  court  order  governing  disposi- 
tion of  benefits  under  this  subchapter,  a  former  spouse  of  a  partici- 
pant or  former  participant  is  entitled,  during  the  period  described 
in  subparagraph  (B),  to  a  share  (determined  under  paragraph  (2))  of 
all  benefits  otherwise  payable  to  such  participant  under  this  sub- 
chapter if  such  former  spouse  was  married  to  the  participant  for  at 
least  10  years  during  service  of  the  participant  which  is  creditable 
under  this  chapter  with  at  least  5  of  such  years  occurring  while  the 
participant  was  a  member  of  the  Foreign  Service. 

"(B)  The  period  referred  to  in  subparagraph  (A)  is  the  period 
which  begins  on  the  first  day  of  the  month  following  the  month  in 
which  the  divorce  or  annulment  becomes  final  and  ends  on  the  last 
day  of  the  month  before  the  former  spouse  dies  or  remarries  before 
55  years  of  age. 

"(2)  The  share  referred  to  in  paragraph  (1)  equals— 

"(A)  50  percent,  if  such  former  spouse  was  married  to  the  par- 
ticipant throughout  the  actual  years  of  service  of  the  partici- 
pant which  are  creditable  under  this  chapter;  or 

"(B)  a  pro  rata  share  of  50  percent,  if  such  former  spouse  was 
not  married  to  the  participant  throughout  such  creditable  serv- 
ice. 

"(3)  A  former  spouse  shall  not  be  qualified  for  any  benefit  under 
this  subsection  if  before  the  commencement  of  any  benefit,  the 
former  spouse  remarries  before  becoming  55  years  of  age. 

"(4)(A)  For  purposes  of  the  Internal  Revenue  Code  of  1954,  pay- 
ments to  a  former  spouse  under  this  section  shall  be  treated  as 
income  to  the  former  spouse  and  not  to  the  participant. 
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"(B)  Any  reduction  in  payments  to  a  participant  or  former  partici- 
pant as  a  result  of  payments  to  a  former  spouse  under  this  subsec- 
tion shall  be  disregarded  in  calculating — 

"(i)  the  survivor  annuity  for  any  spouse,  former  spouse,  or 
other  survivor  under  this  subchapter,  and 

"(ii)  any  reduction  in  the  annuity  of  the  participant  to  pro- 
vide survivor  benefits  under  this  subchapter. 
"(5)  Notwithstanding  subsection  (a)(1),  in  the  case  of  any  former 
spouse  of  a  disability  annuitant — 

"(A)  the  annuity  of  the  former  spouse  shall  commence  on  the 
date  the  participant  would  qualify,  on  the  basis  of  his  or  her 
creditable  service,  for  an  annuity  under  this  chapter  (other  than 
a  disability  annuity)  or  the  date  the  disability  annuity  begins, 
whichever  is  later,  and 

"(B)  the  amount  of  the  annuity  of  the  former  spouse  shall  be 
calculated  on  the  basis  of  the  annuity  for  which  the  participant 
would  otherwise  so  qualify. 
"(6)(A)  Except  as  provided  in  subparagraph  (B),  any  former  spouse 
who  becomes  entitled  to  receive  any  benefit  under  this  subchapter 
which  would  otherwise  be  payable  to  a  participant  or  former  partici- 
pant shall  be  entitled  to  make  any  election  regarding  method  of  pay- 
ment to  such  former  spouse  that  such  participant  would  have  other- 
wise been  entitled  to  elect,  and  the  participant  may  elect  an  alter- 
nate method  for  the  remaining  share  of  such  benefits.  Such  elections 
shall  not  increase  the  actuarial  present  value  of  benefits  expected  to 
be  paid  under  this  subchapter. 

"(B)  A  former  spouse  may  not  elect  a  method  of  payment  under 
subchapter  II,  chapter  84  of  title  5,  United  States  Code,  providing 
for  payment  of  a  survivor  annuity  to  any  survivor  of  the  former 
spouse. 

"(7)  The  maximum  amount  payable  to  any  former  spouse  pursu- 
ant to  this  subsection  shall  be  the  difference,  if  any,  between  50  per- 
cent of  the  total  benefits  authorized  to  be  paid  to  a  former  partici- 
pant by  this  subchapter,  disregarding  any  apportionment  of  these 
benefits  to  others,  and  the  aggregate  amount  payable  to  all  others  at 
any  one  time. 

"(b)(1)  Unless  otherwise  expressly  provided  for  by  any  spousal 
agreement  or  court  order  governing  survivorship  benefits  under  this 
subchapter  to  a  former  spouse  married  to  a  participant  or  former 
participant  for  the  periods  specified  in  subsection  (a)(1)(A),  such 
former  spouse  is  entitled  to  a  share,  determined  under  subsection 
(b)(2),  of  all  survivor  benefits  that  would  otherwise  be  payable  under 
this  subchapter  to  an  eligible  surviving  spouse  of  the  participant. 
"(2)  The  share  referred  to  in  subsection  (b)(1)  equals — 

"(A)  100  percent  if  such  former  spouse  was  married  to  the 
participant  throughout  the  entire  period  of  service  of  the  partic- 
ipant which  is  creditable  under  this  chapter;  or 

"(B)  a  pro  rata  share  of  100  percent  if  such  former  spouse  was 
not  married  to  the  participant  throughout  such  creditable  serv- 
ice. 

"(c)  A  participant  or  former  participant  may  not  make  any  elec- 
tion or  modification  of  election  under  section  8417,  8418,  or  8433  of 
title  5,  United  States  Code,  or  other  section  relating  to  the  partici- 
pant's account  in  the  Thrift  Savings  Plan  or  annuity  under  the  basic 
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plan  that  would  diminish  the  entitlement  of  a  former  spouse  to  any 
benefit  granted  to  the  former  spouse  by  this  section  or  in  a  current 
spousal  agreement. 

"(d)  If  a  member  becomes  a  participant  under  this  subchapter 
after  qualifying  for  benefits  under  subchapter  I  and,  at  the  time  of 
transfer,  has  a  former  spouse  entitled  to  benefits  under  subchapter  I 
which  are  determined  under  section  814  or  815  (as  determined  by 
the  Secretary  of  State)  and  are  similar  in  amount  to  a  pro  rata 
share  division  under  section  814  or  815  and  the  service  of  the 
member  as  a  participant  under  this  subchapter  is  not  recognized  in 
determining  that  pro  rata  share,  then  subsections  (a)  and  (b)  of  this 
section  shall  not  apply  to  such  former  spouse.  Otherwise,  subsections 
(a)  and  (b)  of  this  section  shall  apply. 

"(e)  If  a  participant  dies  after  completing  at  least  18  months  of 
service  or  a  former  participant  dies  entitled  to  a  deferred  annuity, 
but  before  becoming  eligible  to  receive  the  annuity,  and  such  partici- 
pant or  former  participant  has  left  with  the  Secretary  of  State  a 
spousal  agreement  promising  a  share  of  a  survivor  annuity  under 
subchapter  IV,  chapter  84,  title  5,  United  States  Code,  to  a  former 
spouse,  such  survivor  annuity  shall  be  paid  under  the  terms  of  this 
subchapter  as  if  the  survivor  annuity  had  been  ordered  by  a  court. 

"Sec.  862.  Spousal  Agreements. — A  spousal  agreement  is  any 
written  agreement  (properly  authenticated  as  determined  by  the  Sec- 
retary of  State)  between  a  participant  or  former  participant  and  his 
or  her  spouse  or  former  spouse  on  file  with  the  Secretary  of  State.  A 
spousal  agreement  shall  be  consistent  with  the  terms  of  this  Act  and 
applicable  regulations  and,  if  executed  at  the  time  a  participant  or 
former  participant  is  currently  married,  shall  be  approved  by  such 
current  spouse.  It  may  be  used  to  fix  the  level  of  benefits  payable 
under  this  subchapter  to  a  spouse  or  former  spouse. ". 

SEC.  416.  TABLE  OF  CONTENTS. 

The  table  of  contents  in  section  2  of  such  Act  is  amended— 

(1)  by  striking  out  the  item  relating  to  chapter  8  and  inserting 
in  lieu  thereof  the  following: 

"Chapter  8 — Foreign  Service  Retirement  and  Disability 

"subchapter  i — foreign  service  retirement  and  disability 

system";  and 

(2)  by  inserting  after  the  item  relating  to  section  827  the  fol- 
lowing: 

"Sec.  828.  Remarriage. 

"SUBCHAPTER  II— FOREIGN  SERVICE  PENSION  SYSTEM 

"Sec.  851.  Establishment. 

"Sec.  852.  Definitions. 

"Sec.  853.  Participants. 

"Sec.  854-  Creditable  service. 

"Sec.  855.  Entitlement  to  annuity. 

"Sec.  856.  Reduction  and  withholdings  from  pay. 

"Sec.  857.  Government  contributions. 

"Sec.  858.  Cost-of-living  adjustments. 

"Sec.  859.  General  and  administrative  provisions. 

"Sec.  860.  Transition  provisions. 

"Sec.  861.  Former  spouses. 

"Sec.  862.  Spousal  agreements.  ". 
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SEC.  417.  EFFECTIVE  DATE. 

(a)  Regulations. — Notwithstanding  section  702  of  this  Act,  the 
authority  of  the  Secretary  of  State  to  issue  regulations  under  sub- 
chapter II  of  title  8  of  the  Foreign  Service  Act  of  1980  shall  take 
effect  on  the  date  of  enactment  of  this  Act. 

(b)  18 -Month  Period  to  Elect  Survivor  Annuity. — (1)  Notwith- 
standing section  702  of  this  Act,  the  amendment  made  by  section 
407  shall  take  effect  3  months  after  the  date  of  enactment  of  this 
Act. 

(2) (A)  Subject  to  subparagraph  (B),  the  amendment  made  by  sec- 
tion 407  shall  apply  with  respect  to  participants  and  former  partici- 
pants who  retire  before,  on,  or  after  such  amendment  first  takes 
effect. 

(B)  For  the  purpose  of  applying  the  provisions  of  paragraph  (1)  of 
section  806(n)  of  the  Foreign  Service  Act  of  1980  (as  added  by  section 
407)  to  former  participants  who  retire  before  the  date  on  which  the 
amendment  first  takes  effect — 

(i)  the  period  referred  to  in  subparagraph  (A)  or  (B)  of  such 
paragraph  (as  the  case  may  be)  shall  be  considered  to  begin  on 
the  date  on  which  such  amendment  first  becomes  effective;  and 

(ii)  the  amount  referred  to  in  paragraph  (2)  of  such  section 
806(n)  shall  be  computed  without  regard  to  the  provisions  of 
subparagraph  (B)(ii)  of  such  paragraph  (relating  to  interest). 

(3)  For  purposes  of  this  subsection,  the  term  "participant"  has  the 
meaning  given  that  term  in  section  803  of  the  Foreign  Service  Act  of 
1980(22  U.S.C.  4043). 

TITLE  V— CENTRAL  INTELLIGENCE 
AGENCY  RETIREMENT  AND  RELATED 
MATTERS 

SEC.  501.  REFERENCES. 

The  Central  Intelligence  Agency  Retirement  Act  of  1964  for  Cer- 
tain Employees  (78  Stat.  1043;  50  U.S.C.  403  note)  is  amended— 

(1)  in  section  201(c),  by  inserting  ( (except  section  305(d)  of  this 
Act)"  after  "or  any  other  provisions  of  law"; 

(2)  by  striking  out  "this  Act"  each  place  it  appears  in  title  II 
except  in  sections  201  and  264,  and  inserting  in  lieu  thereof 
"this  title";  and 

(3)  by  inserting  "under  this  title"  after  "payable  from  the 
fund"  each  place  it  appears  in  title  II. 

SEC.  502.  CONTRIBUTIONS  TO  THE  CENTRAL  INTELLIGENCE  AGENCY  RE- 
TIREMENT AND  DISABILITY  SYSTEM. 

Section  211  of  the  Central  Intelligence  Agency  Retirement  Act  of 
1964  for  Certain  Employees  is  amended — 

(1)  by  striking  out  "Seven"  in  the  first  sentence  of  subsection 
(a)  and  inserting  in  lieu  thereof  "Except  as  provided  in  subsec- 
tion (d),  seven  ";  and 

(2)  by  adding  at  the  end  thereof  the  following  new  subsection 
(d): 

"(d)(1)  In  the  case  of  a  participant  who  was  a  participant  subject 
to  this  title  before  January  1,  1984,  and  whose  service — 
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"(A)  is  employment  for  the  purposes  of  title  II  of  the  Social 
Security  Act  and  chapter  21  of  the  Internal  Revenue  Code  of 
1-954,  and 

"(B)  is  not  creditable  service  for  any  purpose  under  title  III  of 
this  Act  or  chapter  84  of  title  5,  United  States  Code, 
there  shall  be  deducted  and  withheld  from  the  basic  pay  of  the  par- 
ticipant under  this  subsection  during  any  pay  period  only  the 
amount  computed  pursuant  to  paragraph  (2). 

J1  The  amount  deducted  and  withheld  from  the  basic  pay  of  a 
participant  during  any  pay  period  pursuant  to  paragraph  (1)  shall 
be  the  excess  of— 

"(A)  the  amount  determined  by  multiplying  the  percent  appli- 
cable to  the  participant  under  subsection  (a)  by  the  basic  pay 
payable  to  the  participant  for  such  pay  period,  over 

"(B)  the  amount  of  the  taxes  deducted  and  withheld  from 
such  basic  pay  under  section  3101(a)  of  the  Internal  Revenue 
Code  of  1954  (relating  to  old-age,  survivors,  and  disability  in- 
surance) for  such  pay  period.  ". 

SEC.  503.  OFFSET  OF  ANNUITY  BY  THE  AMOUNT  OF  SOCIAL  SECURITY  BEN- 
EFITS. 

Section  221  of  the  Central  Intelligence  Agency  Retirement  Act  of 
1964  for  Certain  Employees  is  amended  by  adding  at  the  end  thereof 
the  following  new  subsection: 

"(pXU  Notwithstanding  any  other  provision  of  this  title,  except  as 
provided  in  paragraph  (2),  an  annuity  (including  a  disability  annu- 
ity) payable  under  this  title  to  an  individual  described  in  section 
301(c)(1)  and  any  survivor  annuity  payable  under  this  title  on  the 
basis  of  the  service  of  such  individual  shall  be  reduced  in  a  manner 
consistent  with  section  8349  of  title  5,  United  States  Code,  under 
conditions  consistent  with  the  conditions  prescribed  in  such  section. 

"(2)  This  section  shall  not  apply  with  respect  to  any  annuity,  or 
survivor  annuity,  which  is  based  on  the  service  of  an  individual  de- 
scribed in  section  301(c)(2). ". 

SEC.  504.  THRIFT  SA  VINGS  FUND  PARTICIPATION  BY  PARTICIPANTS  IN  THE 
CENTRAL  INTELLIGENCE  AGENCY  RETIREMENT  AND  DISABIL- 
ITY SYSTEM. 

Part  K  of  title  II  of  the  Central  Intelligence  Agency  Retirement 
Act  of  1964  for  Certain  Employees  is  amended  by  adding  at  the  end 
thereof  the  following  new  section: 

"THRIFT  SAVINGS  FUND  PARTICIPATION  BY  PARTICIPANTS  IN  THE 
CENTRAL  INTELLIGENCE  AGENCY  RETIREMENT  AND  DISABILITY  SYSTEM 

"Sec.  293.  (a)  Participants  in  the  Central  Intelligence  Agency  Re- 
tirement and  Disability  System  shall  be  deemed  to  be  employees  for 
the  purposes  of  section  8351  of  title  5,  United  States  Code. 

"(b)  Subsections  (k)  and  (m)  of  section  8461  of  title  5,  United 
States  Code,  shall  apply  with  respect  to  contributions  made  by  offi- 
cers and  employees  of  the  Agency  to  the  Thrift  Savings  Fund  under 
section  8351  of  such  title,  and  to  earnings  attributable  to  the  invest- 
ment of  such  contributions.". 
SEC.  505.  ALTERNATIVE  FORMS  OF  ANNUITIES. 

Part  K  of  title  II  of  the  Central  Intelligence  Agency  Retirement 
Act  of  1964  for  Certain  Employees  (as  amended  by  section  504  of 
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this  Act)  is  further  amended  by  adding  at  the  end  thereof  the  fol- 
lowing new  section: 

"alternative  forms  of  annuities 

"Sec.  294.  (a)  The  Director  shall  prescribe  regulations  under 
which  an  officer  or  employee  of  the  Agency  may,  at  the  time  of  retir- 
ing under  this  title  (other  than  under  section  231),  elect  annuity  ben- 
efits under  this  section  instead  of  any  other  benefits  under  this  title 
(including  any  survivor  benefits  under  this  title)  based  on  the  serv- 
ice of  the  officer  or  employee  creditable  under  this  title.  The  regula- 
tions and  alternatives  shall,  to  the  maximum  extent  practicable, 
meet  the  requirements  prescribed  in  section  8343a  of  title  5,  United 
States  Code. 

"(b)  Notwithstanding  any  other  provision  of  law,  any  lump-sum 
credit  provided  pursuant  to  an  election  under  subsection  (a)  shall 
not  preclude  an  individual  from  receiving  other  benefits  provided 
under  such  subsection. 

"(c)  The  Director  shall  submit  the  regulations  prescribed  under 
subsection  (a)  to  the  Select  Committee  on  Intelligence  of  the  Senate 
and  the  Permanent  Select  Committee  on  Intelligence  of  the  House  of 
Representatives  before  the  regulations  take  effect. ". 

SEC.  506.  PARTICIPATION  IN  THE  FEDERAL  EMPLOYEES'  RETIREMENT 
SYSTEM. 

The  Central  Intelligence  Agency  Retirement  Act  of  1964  for  Cer- 
tain Employees  is  amended  by  adding  at  the  end  thereof  the  follow- 
ing: 

"TITLE  III— PARTICIPATION  IN  THE  FEDERAL  EMPLOYEES' 
RETIREMENT  SYSTEM 

"APPLICATION  OF  FEDERAL  EMPLOYEES '  RETIREMENT  SYSTEM  TO 
AGENCY  EMPLOYEES 

"Sec.  301.  (a)  Except  as  provided  in  subsections  (b)  and  (c),  all  of- 
ficers and  employees  of  the  Agency,  any  of  whose  service  after  De- 
cember 31,  1983,  is  employment  for  the  purpose  of  title  II  of  the 
Social  Security  Act  and  chapter  21  of  the  Internal  Revenue  Code  of 
1954,  shall  be  subject  to  chapter  84  of  title  5,  United  States  Code. 

"(b)  Participants  in  the  Central  Intelligence  Agency  Retirement 
and  Disability  System  who  were  participants  in  such  system  on  or 
before  December  31,  1983,  and  who  have  not  had  a  break  in  service 
in  excess  of  1  year  since  that  date,  are  not  subject  to  chapter  84  of 
title  5,  United  States  Code,  without  regard  to  whether  they  are  sub- 
ject to  title  II  of  the  Social  Security  Act. 

"(c)(1)  The  provisions  of  chapter  84  of  title  5,  United  States  Code, 
shall  not  apply  with  respect  to — 

"(A)  any  individual  who  separates,  or  who  has  separated, 
from  Federal  Government  service  after  having  been  an  officer  or 
employee  of  the  Agency  subject  to  title  II  of  this  Act;  and 

"(B)  any  officer  or  employee  of  the  Agency  having  at  least  5 
years  of  civilian  service  which  was  performed  before  January  1, 
1987,  and  is  creditable  under  title  II  of  this  Act  (determined 
without  regard  to  any  deposit  or  redeposit  requirement  under 
subchapter  III  of  chapter  83  of  title  5,  United  States  Code,  or 
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under  title  II  of  this  Act,  or  any  requirement  that  the  individ- 
ual become  subject  to  such  subchapter  or  to  title  II  of  this  Act 
after  performing  the  service  involved). 
"(2)  Paragraph  (1)  shall  not  apply  with  respect  to  an  individual 

who  has  elected  under  regulations  prescribed  under  section  307  of 

this  Act  to  become  subject  to  chapter  84  of  title  5,  United  States 

Code,  to  the  extent  provided  in  such  regulations. 

"(3)  An  individual  described  in  paragraph  (1)  shall  be  deemed  to 

be  an  individual  excluded  under  section  8402(b)(2)  of  title  5,  United 

States  Code. 

"(d)  The  application  of  the  provisions  of  chapter  84  of  title  5, 
United  States  Code,  to  officers  and  employees  referred  to  in  subsec- 
tion (a)  shall  be  subject  to  the  exceptions  and  special  rules  provided 
in  this  title.  Any  provision  of  such  chapter  which  is  inconsistent 
with  a  special  rule  provided  in  this  title  shall  not  apply  to  such  of- 
ficers and  employees. 

"SPECIAL  RULES  RELATING  TO  SECTION  203  CRITERIA  EMPLOYEES 

"Sec.  302.  (a)  Except  as  otherwise  provided  in  this  section,  in  the 
application  of  chapter  84  of  title  5,  United  States  Code,  to  an  officer 
or  employee  of  the  Agency  who  is  subject  to  such  chapter  and  is  des- 
ignated by  the  Director  under  the  criteria  prescribed  in  section  203, 
such  officer  or  employee  shall  be  treated  for  purposes  of  determining 
such  officers  or  employees  retirement  benefits  and  obligations 
under  such  chapter  as  if  the  officer  or  employee  were  a  law  enforce- 
ment officer  (as  defined  in  section  8401(17)  of  title  5,  United  States 
Code). 

"(b)  The  provisions  of  sections  233  and  235  of  this  Act  shall  apply 
to  officers  and  employees  referred  to  in  subsection  (a),  except  that 
the  retirement  benefits  shall  be  determined  under  the  provisions  of 
chapter  84  of  title  5,  United  States  Code. 

(c)(1)  Except  as  provided  in  paragraph  (2),  section  271  of  this  Act 
shall  apply  to  an  officer  or  employee  referred  to  in  subsection  (a). 

"(2)  Contributions  during  recall  service  shall  be  made  as  provided 
in  section  8422  of  title  5,  United  States  Code. 

"(3)  When  an  officer  or  employee  recalled  under  this  subsection  re- 
verts to  a  retired  status,  the  annuity  of  such  officer  or  employee 
shall  be  redetermined  under  the  provisions  of  chapter  84  of  title  5, 
United  States  Code. 

"special  rules  for  other  employees  for  service  abroad 

"Sec.  303.  (a)  Notwithstanding  any  provision  of  chapter  84  of  title 
5,  United  States  Code,  the  annuity  under  subchapter  II  of  such 
chapter  of  a  retired  officer  or  employee  of  the  Agency  who  is  not  des- 
ignated under  section  302(a)  of  this  Act  and  has  served  abroad,  as 
an  officer  or  employee  of  the  Agency  shall  be  computed  as  provided 
in  subsection  (b). 

"(b)(1)  The  portion  of  the  annuity  relating  to  service  abroad  per- 
formed on  or  after  the  effective  date  of  the  Federal  Employees '  Re- 
tirement System  Act  of  1986  shall  be  computed  as  provided  in  sec- 
tion 8415(d)  of  title  5,  United  States  Code. 

"(2)  The  portions  of  the  annuity  relating  to  other  service  in  the 
Agency  shall  be  computed  as  provided  in  the  provision  of  section 
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8415  of  such  title  that  is  applicable  to  such  service  under  the  condi- 
tions prescribed  in  chapter  84  of  such  title. 

"special  rules  for  former  spouses 

"Sec.  304.  (a)  Section  8445  of  title  5,  United  States  Code,  and  sub- 
sections (d)  and  (e)  of  section  8435  of  such  title  shall  not  apply  in 
the  case  of  an  officer  or  employee  of  the  Agency  who  is  subject  to 
chapter  84  of  title  5,  United  States  Code,  and  who  has  a  former 
spouse  (as  defined  in  section  204(b)(4)  of  this  Act).  Any  reference  in 
such  chapter  to  a  survivor  annuity  for  a  former  spouse,  as  applied  to 
such  officer  or  employee,  shall  be  deemed  to  refer  to  a  survivor  an- 
nuity for  a  former  spouse  of  such  officer  or  employee  provided  under 
subsection  (c)  of  this  section. 

"(b)  Section  221(b)(1)(C)  of  this  Act  shall  apply  to  a  survivor  annu- 
ity under  subsection  (c)(2)  of  this  section. 

"(c)  Except  as  otherwise  provided  in  this  section,  the  following 
provisions  of  title  II  of  this  Act  shall  apply  in  the  case  of  an  officer 
or  employee  of  the  Agency  who  is  entitled  to  receive  an  annuity 
under  subchapter  II,  III,  or  V  of  chapter  84  of  title  5,  United  States 
Code,  in  the  same  manner  as  such  provisions  apply  in  the  case  of  an 
officer  or  employee  of  the  Agency  under  title  II: 

"(1)  Section  222,  except  that  subsections  (b)  and  (c)  of  such  sec- 
tion shall  be  subject  to  a  waiver  under  subsection  (b)  of  this  sec- 
tion. 

"(2)  Subsections  (a),  (b)(1),  and  (b)(3)  of  section  223  and  the 
first  sentence  of  subsection  (c)  of  such  section. 

"(3)  Subsections  (c)  and  (d)  of  section  234  (in  the  case  of  any 
lump-sum  payment  under  section  8424(a)  of  title  5,  United 
States  Code,  and  any  payment  under  subsection  (b)(3),  (b)(4), 
(c)(3),  (c)(4),  or  (d)  of  section  8433  of  such  title). 

"(4)  Section  263(b). 
"(d)  In  the  application  of  section  222(a)  under  subsection  (c)(1) — 

"(1)  the  reference  in  paragraph  (4KB)  of  such  section  to  section 
271,  272,  or  273  of  this  Act  shall  be  deemed  to  refer  to  any  simi- 
lar provision  of  law  applicable  to  such  officer  or  employee  for 
purposes  of  chapter  84  of  title  5,  United  States  Code; 

"(2)  the  amount  of  the  reduction  in  the  salary  of  a  recalled  or 
reinstated  officer  or  employee  under  such  paragraph  (4KB)  shall 
be  only  the  amount  by  which  the  annuity  under  subchapter  II 
or  V  of  chapter  84  of  title  5,  United  States  Code,  would  have 
been  reduced;  and 

"(3)  amounts  to  be  deposited  in  the  Treasury  of  the  United 
States  pursuant  to  such  paragraph  (4KB)  shall  be  credited  to 
the  Civil  Service  Retirement  and  Disability  Fund. 
"(e)  In  the  application  of  subsections  (b)  and  (c)  of  section  222 
under  subsection  (c)(2) — 

"(1)  the  percentage  prescribed  in  subsections  (b)(1)(A),  (b)(1)(B), 
(b)(4)(A),  and  (c)(2)  of  such  section  shall  be  deemed  to  be  50  per- 
cent; 

"(2)  for  the  purpose  of  computing  the  amount  of  the  former 
spouse's  annuity  under  subsection  (b)(1)  of  such  section  and  the 
maximum  amount  of  survivor  annuities  under  subsection  (b)(4) 
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or  (c)(2)  of  such  section,  the  full  amount  of  the  deceased  officer's 
or  employee's  annuity — 

"(A)  in  the  case  of  an  annuity  under  subchapter  II  or  V 
of  chapter  84  of  title  5,  United  States  Code,  is  the  amount 
of  such  annuity  computed  without  regard  to  the  reduction 
for  survivor  annuities;  and 

"(B)  in  the  case  of  an  annuity  under  subchapter  III  of 
such  chapter,  is  the  amount  of  such  annuity  computed  on 
an  actuarial  basis  as  provided  in  such  subchapter  taking 
into  account  the  application  of  section  222(b)(1)  in  the  case 
of  such  annuity; 
"(3)  an  election  under  subsection  (b)(5)(B)  of  such  section  shall 
apply  with  respect  to  a  survivor  annuity  for  a  spouse  under  sec- 
tion 8442  of  title  5,  United  States  Code; 

"(4)  the  reference  in  subsection  (c)(2)  of  such  section  to  a  survi- 
vor annuity  for  a  spouse  shall  be  deemed  to  refer — 

"(A)  in  the  case  of  an  annuity  under  subchapter  II  or  V 
of  chapter  84  of  title  5,  United  States  Code,  to  the  survivor 
annuity  provided  in  section  8442  of  title  5,  United  States 
Code;  and 

"(B)  in  the  case  of  an  annuity  under  subchapter  III  of 
such  chapter,  to  the  survivor  annuity  described  in  section 
8435(c)  of  such  title;  and 
"(5)  the  fund  referred  to  in  subsections  (c)(3)(A)  and  (c)(3)(B)  of 
such  section  shall  be  deemed  to  refer — 

"(A)  in  the  case  of  an  annuity  under  subchapter  II  or  V 
of  chapter  84  of  title  5,  United  States  Code,  to  the  Civil 
Service  Retirement  and  Disability  Fund;  and 

"(B)  in  the  case  of  an  annuity  under  subchapter  III  of 
such  chapter,  the  Thrift  Savings  Fund  established  by  sec- 
tion 8437  of  such  title. 
"(f)  A  reduction  in  the  annuity  of  an  officer  or  employee  of  the 
Agency  to  provide  a  survivor  annuity  or  survivor  annuities  under 
this  section  shall  be  computed  as  provided  in  section  8419(a)  of  title 
5,  United  States  Code. 

"(g)  The  entitlement  of  a  former  spouse  to  a  portion  of  an  annuity 
of  a  retired  officer  or  employee  of  the  Agency  under  this  section 
shall  extend  to  any  supplementary  annuity  payment  that  such  offi- 
cer or  employee  is  entitled  to  receive  under  section  8421  of  title  5, 
United  States  Code. 

"administrative  provisions 

"Sec.  305.  (a)  Section  201(c)  of  this  Act  shall  apply  in  the  admin- 
istration of  chapter  84  of  title  5,  United  States  Code,  with  respect  to 
officers  and  employees  of  the  Agency. 

"(b)  Notwithstanding  subsection  (a),  section  8461(e)  of  title  5, 
United  States  Code,  shall  apply  with  respect  to  officers  and  employ- 
ees of  the  Agency  who  are  not  participants  in  the  Central  Intelli- 
gence Agency  Retirement  and  Disability  System  and  are  not  desig- 
nated under  section  302(a)  of  this  Act. 
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"regulations 

"Sec.  306.  (a)  The  Director,  in  consultation  with  the  Director  of 
the  Office  of  Personnel  Management  and  the  Executive  Director  of 
the  Federal  Retirement  Thrift  Investment  Board,  shall  prescribe  in 
regulations  appropriate  procedures  to  carry  out  this  title. 

"(b)  The  Director  shall  submit  the  regulations  prescribed  under 
subsection  (a)  to  the  Select  Committee  on  Intelligence  of  the  Senate 
and  the  Permanent  Select  Committee  of  the  House  of  Representa- 
tives before  the  regulations  take  effect. 

"transition  provisions 

"Sec.  307.  (a)  The  Director  shall  issue  regulations  providing  for 
the  transition  from  the  Central  Intelligence  Agency  Retirement  and 
Disability  System  to  the  Federal  Employees '  Retirement  System  pro- 
vided in  chapter  84  of  title  5,  United  States  Code,  in  a  manner  con- 
sistent with  sections  301  through  304  of  the  Federal  Employees '  Re- 
tirement System  Act  of  1986. 

"(b)  The  Director  shall  submit  the  regulations  prescribed  under 
subsection  (a)  to  the  Select  Committee  on  Intelligence  of  the  Senate 
and  the  Permanent  Select  Committee  on  Intelligence  of  the  House  of 
Representatives  before  the  regulations  take  effect. ". 

SEC.  507.  SPECIAL  RETIREMENT  ACCRUAL  FOR  OTHER  INTELLIGENCE  PER- 
SONNEL. 

(a)  Certain  National  Security  Agency  Personnel. — Section 
9(b)(1)(B)  of  the  National  Security  Agency  Act  of  1959  (50  U.S.C.  402 
note)  is  amended  by  inserting  before  the  semicolon  the  following: 
"(including  special  retirement  accrual  in  the  same  manner  provided 
in  section  303  of  the  Central  Intelligence  Agency  Retirement  Act  of 
1964  for  Certain  Employees  (50  U.S.C  403  note))". 

(b)  Certain  Defense  Intelligence  Agency  Personnel. — Section 
1605(a)  of  title  10,  United  States  Code,  is  amended  by  adding  at  the 
end  thereof  the  following:  "The  Secretary  may  also  provide  to  any 
such  civilian  personnel  who  are  subject  to  chapter  84  of  title  5,  spe- 
cial retirement  accrual  benefits  in  the  same  manner  provided  for 
certain  officers  and  employees  of  the  Central  Intelligence  Agency  in 
section  303  of  the  Central  Intelligence  Agency  Retirement  Act  of 
1964  for  Certain  Employees  (50  U.S.C.  403  note). ". 

TITLE  VI— MISCELLANEOUS  PROVISIONS 

SEC.  601.  ANNUITIES  FOR  SURVIVORS  OF  DISTRICT  OF  COLUMBIA  JUDGES. 

(a)  Amendments  to  District  of  Columbia  Code. — (1)  Subsec- 
tions (a)  and  (b)  of  section  11-1567  of  title  11  of  the  District  of  Co- 
lumbia Code  are  each  amended  by  striking  out  "3  per  centum  "  each 
place  it  appears  and  inserting  in  lieu  thereof  "3.5 percent". 

(2)(A)  Subsection  (a)  of  section  11-1568  of  title  11  of  the  District  of 
Columbia  Code  is  amended  by  striking  out  "computing  a  survivor 
annuity"  and  inserting  in  lieu  thereof  "any  provision  of  this  sub- 
chapter which  refers  to  this  subsection  ". 

(B)  Subsection  (c)  of  section  11-1568  of  title  11  of  the  District  of 
Columbia  Code  is  amended — 
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(i)  in  paragraph  (2)(B),  by  striking  out  "the  lesser  of  (i)  $2,700 
per  year  divided  by  the  number  of  such  children  or  (ii)  $900" 
and  inserting  in  lieu  thereof  "the  lesser  of  (i)  $8,424  per  year  di- 
vided by  the  number  of  such  children  or  (ii)  $2,808"; 

(ii)  in  paragraph  (3),  by  striking  out  "the  lesser  of  (A)  $3,240 
per  year  divided  by  the  number  of  children  or  (B)  $1,080"  and 
inserting  in  lieu  thereof  "the  lesser  of  (A)  $10,110  per  year  di- 
vided by  the  number  of  such  children  or  (B)  $3,370"; 

(Hi)  by  inserting  before  the  first  sentence  of  the  matter  follow- 
ing paragraph  (3)  the  following: 
"For  the  purpose  of  computing,  under  th  is  subsection,  the  annuity  of 
a  child  that  commences  on  or  after  January  1,  1987,  the  figures 
$8,424,  $2,808,  $10,110,  and  $3,370  (provided  in  paragraphs  (2)  and 
(3))  shall  be  increased  by  the  total  percentage  of  the  increases  al- 
lowed and  in  force  with  respect  to  retirement  salaries  of  judges 
under  section  ll-1571(a)  of  this  title  on  or  after  such  date.  ";  and 

(iv)  in  the  first  sentence  of  the  matter  following  paragraph  (3) 
by  striking  out  "remarriage"  and  inserting  in  lieu  thereof 
"upon  remarriage  prior  to  the  attainment  of  fifty-five  years  of 
age". 

(C)  Subsection  (e)  of  section  11-1568  of  title  11  of  the  District  of 
Columbia  Code  is  amended  to  read  as  follows: 

"(e)  The  annuity  of  a  widow  or  widower  of  a  judge  or  retired 
judge  who  elected  a  survivor  annuity  shall  be  equal  to — 

"(1)  in  the  case  of  a  judge  who  dies  while  in  active  regular 
service  as  a  judge,  the  greater  of— 

"(A)  55  percent  of  the  retirement  salary  the  judge  would 
have  been  entitled  to  receive  (as  computed  under  section  11- 
1564)  if  the  judge  had  retired  on  the  day  before  the  date  of 
death  (without  regard  to  the  age  requirements  prescribed  in 
section  ll-1562(b)),  or 

"(B)  55  percent  of  the  retirement  salary  the  judge  would 
have  been  entitled  to  receive  (as  computed  under  section  11- 
1564)  if  the  judge  had  retired  on  the  day  before  the  date  of 
death  with  15  years  of  service  for  the  purposes  of  this  sub- 
chapter (without  regard  to  the  age  requirements  prescribed 
in  section  11 -15 62(b));  and 
"(2)  in  the  case  of  a  retired  judge,  55  percent  of  the  retirement 
salary  payable  to  such  judge  on  the  day  before  the  date  of  the 
judge's  death. ". 

(b)  Application  of  Amendments.— The  benefits  conferred  by  sec- 
tion 11-1568  of  title  11  of  the  District  of  Columbia  Code,  by  reason 
of  the  amendments  made  by  subsection  (a)  shall  apply  to  individ- 
uals eligible  for  annuities  under  such  sections  on  or  after  the  date 
of  the  enactment  of  this  Act,  except  that — 

(1)  such  annuities  shall  be  computed  in  accordance  with  the 
provisions  of  such  section,  as  amended  by  subsection  (a),  not- 
withstanding contributions  or  deposits  made  in  accordance 
with  applicable  law  at  lower  rates;  and 

(2)  no  additional  liability  shall  be  created  with  respect  to  de- 
posits made  in  accordance  with  applicable  law  before  the  date 
of  the  enactment  of  this  Act,  or  after  such  date  pursuant  to  an 
installment  payment  election  made  under  section  ll-1567(b)  of 
title  11  of  the  District  of  Columbia  Code,  before  such  date. 
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(c)  Opportunity  to  Revoke  a  Previous  Survivor  Annuity 
Election — (1)(A)  Any  individual  who,  before  the  date  of  the  enact- 
ment of  this  Act,  made  an  election  under  section  11-1566  of  title  11 
of  the  District  of  Columbia  Code,  to  come  within  the  purview  of  the 
survivor  annuity  provisions  of  subchapter  III  of  chapter  15  of  such 
title  may  revoke  that  election.  Such  a  revocation  shall  constitute  a 
complete  withdrawal  from  the  survivor  annuity  program  provided 
for  in  such  subchapter. 

(B)  A  revocation  under  subparagraph  (A)  shall  be  submitted  in 
writing  to  the  Mayor  of  the  District  of  Columbia. 

(2)  A  revocation  under  paragraph  (1)  shall  be  effective  on  the  day 
it  is  received  by  the  official  referred  to  in  subparagraph  (B)  of  such 
paragraph. 

(3) (A)  On  the  effective  date  of  a  revocation  under  paragraph  (1), 
any  right  to  survivor  benefits  (to  which  the  revocation  relates)  for 
the  survivors  of  the  individual  who  makes  the  revocation  shall  ter- 
minate, and  all  amounts  credited  to  the  account  of  such  individual 
under  section  ll-1570(c)  of  title  11  of  the  District  of  Columbia  Code, 
together  with  interest  computed  as  provided  in  subparagraph  (B), 
shall  be  returned  to  that  individual  in  a  lump-sum  payment. 

(B)  For  the  purpose  of  subparagraph  (A),  interest  shall  be  comput- 
ed in  accordance  with  section  11-1561(10X0  of  title  11  of  the  Dis- 
trict of  Columbia  Code. 

(4) (A)  Any  individual  who  makes  a  revocation  under  paragraph 
(1)  and  who  thereafter  becomes  eligible  to  make  an  election  under 
section  11-1556  of  title  11  of  the  District  of  Columbia  Code,  may 
make  such  election  only  if  such  individual  redeposits,  to  the  credit 
of  the  District  of  Columbia  Judges  Retirement  Fund  referred  to  in 
section  11-1561(4)  of  such  title,  the  full  amount  of  the  lump-sum 
payment  made  to  such  individual  under  paragraph  (4),  together 
with  interest. 

(B)  For  the  purpose  of  subparagraph  (A),  interest  shall  be  comput- 
ed at  3  percent  per  annum,  compounded  on  December  31  of  each 
year  from  the  date  of  the  lump-sum  payment  referred  to  in  such  sub- 
paragraph until  the  date  on  which  the  amount  referred  to  in  such 
subparagraph  is  redeposited  under  such  subparagraph. 

(d)  Additional  Opportunity  to  Make  a  Survivor  Annuity 
Election. — (1)  Any  individual  who,  on  or  before  the  date  of  the  en- 
actment of  this  Act,  has  not  made  an  election  under  section  11- 
1566(a)  of  title  11  of  the  District  of  Columbia  Code,  to  come  within 
the  purview  of  the  survivor  annuity  provisions  of  subchapter  III  of 
chapter  15  of  such  title  and  is  no  longer  entitled  to  make  such  an 
election  may  make  such  an  election.  Any  such  election  shall  be  sub- 
mitted in  writing  to  the  Mayor  of  the  District  of  Columbia. 

(2)  An  election  under  paragraph  (1)  shall  be  effective  on  the  day  it 
is  received  by  the  official  referred  to  in  such  paragraph. 

(e)  Period  for  Exercise  of  Right  to  Revoke  or  Elect. — The 
right  to  revoke  an  election  under  subsection  (d)  or  to  make  an  elec- 
tion under  subsection  (e)  is  irrevocably  waived  if  not  exercised 
within  180  days  after  the  date  of  the  enactment  of  this  Act. 
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TITLE  VII— AUTHORIZATION  OF 
APPROPRIATIONS;  EFFECTIVE  DATES 

SEC.  701.  AUTHORIZATION  OF  APPROPRIATIONS  FOR  CERTAIN  EXPENSES 
OF  THE  FEDERAL  RETIREMENT  THRIFT  INVESTMENT  MAN- 
AGEMENT SYSTEM. 

(a)  Temporary  Alternative  Funding. — Notwithstanding  section 
8434(c)(3)  of  title  5,  United  States  Code  (as  added  by  section  101  of 
this  Act),  the  expenses  incurred  in  the  administration  of  the  Federal 
Retirement  Thrift  Investment  Management  System  under  subchap- 
ter VII  of  chapter  84  of  such  title  (as  so  added)  during  fiscal  years 
1986  and  1987  shall  be  paid  from  sums  appropriated  pursuant  to 
subsection  (b). 

(b)  Authorization  of  Appropriations. — There  are  authorized  to 
be  appropriated  to  the  Federal  Retirement  Thrift  Investment  Board, 
for  fiscal  years  1986  and  1987,  such  sums  as  may  be  necessary  to  pay 
the  expenses  incurred  in  the  administration  of  the  Federal  Retire- 
ment Thrift  Investment  Management  System  during  such  fiscal 
years. 

SEC.  702.  EFFECTIVE  DATES. 

(a)  In  General. — Except  as  provided  in  subsection  (b),  this  Act 
and  the  amendments  made  by  this  Act  shall  take  effect  on  January 
1,  1987. 

(b)  Exceptions. — (1)  Subchapter  VII  of  chapter  84  of  title  5, 
United  States  Code,  as  added  by  section  101  of  this  Act,  shall  take 
effect  on  the  date  of  the  enactment  of  this  Act 

(2)  Except  as  provided  in  section  305  of  this  Act,  title  III  of  this 
Act,  and  the  amendments  made  by  such  title,  shall  take  effect  on 
the  date  of  the  enactment  of  this  Act. 

(3)  The  amendments  made  by  sections  204  and  205  of  this  Act 
shall  take  effect  on  the  date  of  the  enactment  of  this  Act. 

(4)  Section  401  of  this  Act  shall  take  effect  on  the  date  of  the  en- 
actment of  this  Act. 

(5)  Sections  505  and  601  of  this  Act  and  the  amendments  made  by 
such  section  601  shall  take  effect  on  the  date  of  the  enactment  of 
this  Act. 

(c)  First  Cost-of-Living  Adjustment. — (1)  For  purposes  of  the 
first  adjustment  under  subsection  (b)  of  section  8462  of  title  5, 
United  States  Code  (as  added  by  section  101  of  this  Act),  the  base 
quarter  ending  on  September  30,  1986,  shall  be  considered  to  have 
been  the  base  quarter  for  a  year  in  which  an  adjustment  under  such 
subsection  was  made. 

(2)  As  used  in  paragraph  (1),  the  term  ubase  quarter"  has  the 
meaning  provided  by  section  8462(a)(1)  of  title  5,  United  States  Code 
(as  added  by  section  101  of  this  Act). 

And  the  Senate  agree  to  the  same. 

That  the  House  recede  from  its  disagreement  to  the  amendment  of 
the  Senate  to  the  title  of  the  bill,  and  agree  to  the  same. 
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From  the  Committee  on  Post  Office  and  Civil  Service: 
For  consideration  of  the  Senate  amendments  Nos.  1,  2,  and  3  and 
modifications  committed  to  conference: 

William  D.  Ford, 

William  Clay, 

Mary  Rose  Oakar, 

Gene  Taylor, 

John  T.  Myers, 
As  additional  conferees  on  Senate  Amendment  No.  3: 
From  the  Permanent  Select  Committee  on  Intelligence: 
For  consideration  of  title  IV  of  the  Senate  amendment  and  modi- 
fications committed  to  conference: 

Lee  H.  Hamilton, 

Louis  Stokes, 

Anthony  C.  Beilenson, 

Bob  Stump, 

Andy  Ireland, 
As  additional  conferees  on  Senate  Amendment  No.  3: 
From  the  Committee  on  Foreign  Affairs: 

For  consideration  of  title  V  of  the  Senate  amendment  and  modi- 
fications committed  to  conference: 

Daniel  A.  Mica, 
Peter  H.  Kostmayer, 
Olympia  Snowe, 

As  additional  conferees  on  Senate  Amendment  No.  3: 

From  the  Committee  on  Ways  and  Means: 

For  consideration  of  provisions  in  section  101  of  the  Senate 
amendment  establishing  a  new  subchapter  III  of  chapter  84 — Thrift 
Savings  Plan;  establishing  a  new  section  8475  in  subchapter  VII — 
transition  provisions;  of  title  II  of  the  Senate  amendment;  and  of 
section  305  of  the  Senate  amendment  and  modifications  committed 
to  conference: 

Bill  Archer, 
Wm.  Thomas, 
Managers  on  the  Part  of  the  House. 

W.V.  Roth,  Jr., 
Ted  Stevens, 

Charles  McC.  Mathias,  Jr., 
Tom  Eagleton, 
Albert  Gore,  Jr., 
Managers  on  the  Part  of  the  Senate. 


JOINT  EXPLANATORY  STATEMENT  OF  THE  COMMITTEE  OF 

CONFERENCE 

The  managers  on  the  part  of  the  House  and  the  Senate  at  the 
conference  on  the  disagreeing  votes  of  the  two  Houses  on  the 
amendments  of  the  Senate  to  the  bill  (H.R.  2672)  to  redesignate  the 
New  York  International  and  Bulk  Mail  Center  in  Jersey  City,  New 
Jersey,  as  the  "New  Jersey  International  and  Bulk  Mail  Center", 
and  to  honor  the  memory  of  a  former  postal  employee  by  dedicat- 
ing a  portion  of  a  street  at  the  New  York  International  and  Bulk 
Mail  Center  in  Jersey  City,  New  Jersey,  as  "Michael  McDermott 
Place",  submit  the  following  joint  statement  to  the  House  and  the 
Senate  in  explanation  of  the  effect  of  the  action  agreed  upon  by  the 
managers  and  recommended  in  the  accompanying  conference 
report: 

H.R.  2672,  as  passed  by  the  House,  redesignated  a  bulk  mail 
center  and  honors  a  former  postal  employee  by  dedicating  a  por- 
tion of  a  street  in  memory  of  such  employee.  The  Senate  adopted 
three  amendments  to  the  House  bill.  The  first  two  made  technical 
changes  to  these  provisions  relating  to  the  bulk  mail  center.  The 
third  amendment  embodied  S.  1527,  a  bill  establishing  a  new  re- 
tirement system  for  certain  Federal  employees.  The  House  dis- 
agreed with  the  Senate  amendments  and  requested  a  conference. 

Because  the  bill,  as  passed  by  the  House,  does  not  include  provi- 
sions relating  to  the  establishment  of  a  new  retirement  system,  the 
scope  of  the  conference  relating  to  the  retirement  provisions  was 
limited  to  the  Senate  provisions  and  current  law.  However,  a  bill 
establishing  a  new  retirement  system  was  introduced  in  the  House 
and  ordered  reported  from  the  Committee  on  Post  Office  and  Civil 
Service  (H.R.  3660).  Thus,  while  the  House  committee's  reported 
bill  was  not  in  conference,  the  managers  of  both  Houses  were  cog- 
nizant of  its  provisions  and  incorporated  many  of  them  in  the  con- 
ference agreement.  The  conferees  acknowledge  that  H.R.  2672,  as 
passed  by  the  House,  has  no  provisions  comparable  to  the  Senate's 
retirement  provisions,  but,  for  the  sake  of  clarity,  this  statement  of 
managers  references  the  provisions  of  the  bill  (H.R.  3660)  reported 
from  the  House  committee. 

Senate  Amendment  No.  1 

The  House  recedes  to  the  Senate. 
Senate  Amendment  No.  2 

The  House  recedes  to  the  Senate. 
Senate  Amendment  No.  3 

The  House  concurs  in  the  Senate  amendment  with  an  amend- 
ment which  is  explained  below. 
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FEDERAL  EMPLOYEES'  RETIREMENT  SYSTEM 

Title 

The  Senate  amendment  entitles  the  new  retirement  system  the 
Federal  Retirement  System. 

The  House  bill  has  no  comparable  provision. 

The  House  committee  bill  entitles  the  system,  the  Civil  Service 
Supplemental  Retirement  System. 

The  conference  agreement  entitles  the  system,  the  Federal  Em- 
ployees' Retirement  System  (FERS). 

Basic  Plan 

Coverage 

The  Senate  amendment  covers  all  Federal  employees  (including 
congressional  staff  and  employees  of  Gallaudet  College)  hired,  or 
rehired  after  a  break  in  service  for  more  than  one  year,  after  De- 
cember 31,  1983.  Additionally,  all  Members  of  Congress  elected  or 
appointed  after  December  31,  1983,  are  similarly  covered.  United 
States  Park  Police  and  the  United  States  Secret  Service  hired,  or 
rehired  after  the  requisite  break  in  service,  after  the  above  date 
are  covered.  Nonappropriated  fund  employees  of  the  Department  of 
Defense  hired,  or  rehired  after  the  requisite  break  in  service,  after 
the  above  date  are  covered.  Members  of  the  Foreign  Service  and 
certain  employees  of  the  Central  Intelligence  Agency  (CIA)  are  cov- 
ered under  special  provisions.  A  special  arrangement  is  provided 
for  those  employees  and  Members  of  Congress  who  are  covered  by 
both  the  Civil  Service  Retirement  System  (CSRS)  and  the  Social  Se- 
curity Act. 

Under  the  Senate  amendment  all  employees  and  Members  of 
Congress  covered  by  the  CSRS  or  other  related  Government  retire- 
ment programs  may  transfer  into  this  system  during  a  one-year 
window  period.  Employes  of  the  District  of  Columbia  are  not  cov- 
ered and  are  prospectively  excluded  from  CSRS  beginning  January 
1,  1987. 

The  House  bill  has  no  comparable  provision. 

The  House  committee  bill  covers  Civil  Service  employees,  includ- 
ing congressional  staff  and  employees  of  Gallaudet  College,  hired 
after  December  31,  1983.  Coverage  is  also  extended  to  those  em- 
ployees rehired  after  the  above  date  with  a  break  in  service  of 
more  than  one  year  if  those  employees  served  less  than  five  years 
under  CSRS.  Members  of  Congress,  the  Park  Police  and  the  Secret 
Service  are  also  covered.  A  special  arrangement  similar  to  the 
Senate  provision  is  provided  for  those  employees  and  Members  cov- 
ered by  CSRS  and  the  Social  Security  act.  Employees  covered  by 
CSRS  may  not  transfer  into  the  new  system.  Employees  of  the  Dis- 
trict of  Columbia  are  not  covered  and  are  prospectively  excluded 
from  CSRS  beginning  October  1,  1987. 

The  conference  agreement  adopts  the  Senate  provisions  with 
modifications.  Similar  to  the  House  committee  bill,  rehired  employ- 
ees with  5  years  or  more  prior  service  subject  to  CSRS  retain  cover- 
age under  a  revised  CSRS.  District  of  Columbia  employees  hired 
after  October  1,  1987  are  excluded  from  CSRS.  Nonappropriated 
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fund  employees  are  not  covered.  Employees  under  the  current  re- 
tirement system  will  have  six  months  beginning  July  1,  1987,  to 
elect  into  the  new  system. 

Creditable  service 

The  Senate  amendment  provides  that  creditable  service  includes 
service  in  a  covered  position  in  the  new  retirement  system,  service 
covered  by  the  Federal  Employees'  Retirement  Contribution  Tem- 
porary Adjustment  Act  of  1983,  military  service,  service  creditable 
under  CSRS  (only  for  purposes  under  transition  provisions),  leaves 
of  absences  creditable  under  CSRS,  and  unused  sick  leave. 

The  House  bill  has  no  comparable  provision. 

The  House  committee  bill  provides  that  creditable  service  for 
most  individuals  includes  civilian  service  subject  to  social  security, 
military  service,  service  covered  by  the  Federal  Employees'  Retire- 
ment Contribution  Temporary  Adjustment  Act  of  1983,  leaves  of 
absence  without  pay  while  serving  in  the  military  or  receiving 
worker's  compensation,  other  leaves  of  absence  of  6  months  or  less, 
and  certain  leaves  of  absence  without  pay  for  full-time  service  in 
an  employee  organization  if  the  cost  of  such  service  is  fully  paid  by 
the  employee. 

The  conference  agreement  generally  adopts  the  approach  of  the 
House  committee  bill  except  that  a  period  of  post-1956  military 
service  is  creditable  only  if  the  employee  makes  a  contribution  to 
the  retirement  fund  equal  to  3  percent  of  the  employee's  military 
base  pay  for  such  period.  The  conferees  decided  that  the  cost  of  re- 
tirement credit  for  military  service  should  be  absorbed,  in  part,  by 
the  employer  as  is  the  case  under  the  CSRS.  The  ratio  of  the  em- 
ployee contribution  for  military  service  (3  percent)  to  the  cost  of 
the  defined  benefit  plan  under  FERS  is  comparable  to  that  under 
CSRS. 

The  conferees  note  that  under  FERS  sick  leave  is  not  creditable 
service  except  for  such  leave  carried  into  the  system  by  an  employ- 
ee who  transfers  from  CSRS.  The  conferees  urge  the  Office  of  Per- 
sonnel Management  to  examine  the  sick  leave  usage  by  employees 
under  FERS.  The  conferees  are  concerned  that  without  an  incen- 
tive to  save  sick  leave,  the  use  of  sick  leave  may  substantially  in- 
crease. 

One  plan 

The  Senate  amendment  provides  two  retirement  options.  Upon 
employment  employees  have  90  days  in  which  to  irrevocably  choose 
between  the  two. 

The  House  bill  has  no  comparable  provision,  but  the  House  com- 
mittee bill  provides  for  only  one  retirement  plan. 

The  conference  agreement  adopts  the  House  committee  ap- 
proach. The  managers  agree  that,  for  personnel  management  and 
administrative  reasons,  one  plan  is  preferable.  Under  FERS  em- 
ployees will  have  significant  flexibility  and  choice  with  respect  to 
participation  and  investment  options  in  the  thrift  plan. 

Vesting 

The  Senate  amendment  provides  that  benefits  will  vest  after  five 
years  of  civilian  service. 
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The  House  bill  has  no  comparable  provision.  The  House  commit- 
tee bill  also  provides  that  benefits  vest  after  five  years  of  civilian 
service. 

The  conference  agreement  adopts  the  House  committee  bill  ap- 
proach, with  the  qualification  that  service  for  which  a  refund  of 
contributions  has  been  made  is  irrevocably  forfeited  as  creditable 
service. 

Salary  base 

The  Senate  amendment  provides  a  salary  base  of  the  average  of 
an  employee's  five  highest  consecutive  years  of  salary  to  determine 
the  retirement  benefit. 

The  House  bill  has  no  comparable  provision. 

The  House  committee  bill  provides  a  salary  base  of  the  average 
of  an  employee's  three  highest  consecutive  years  of  salary  to  deter- 
mine the  retirement  benefit. 

The  conference  agreement  adopts  the  House  committee  ap- 
proach. 

Accrual  rate 

The  Senate  amendment  provides  an  accrual  rate  equal  to  .9  per- 
cent for  each  year  of  service  for  the  first  15  years  and  1.1  percent 
for  each  year  over  15  years. 

The  House  bill  has  no  comparable  provision. 

The  House  committee  bill  provides  an  accrual  rate  equal  to  1 
percent  for  each  year  of  service. 

The  conference  agreement  adopts  the  approach  of  the  House 
committee  bill,  except  that  the  accrual  rate  is  1.1  percent  for  each 
year  of  service  if  the  employee  is  at  least  age  62  at  the  time  of  re- 
tirement and  has  completed  at  least  20  years  of  service. 

Employee  contributions 

The  Senate  amendment  (Option  A)  does  not  require  employee 
contributions.  Option  B  requires  employees  to  contribute  to  the  re- 
tirement fund  an  amount  based  on  the  difference  between  the  Old 
Age,  Survivor  and  Disability  Insurance  (OASDI)  tax  and  the 
amount  the  employees  would  have  been  required  to  contribute  to 
CSRS  had  they  been  covered  under  CSRS. 

The  House  bill  has  no  comparable  provision. 

The  House  committee  bill  requires  employees  to  contribute  to 
the  retirement  fund  an  amount  based  on  the  difference  between 
the  OASDI  tax  rate  and  the  CSRS  contribution  rate. 

The  conference  agreement  adopts  the  House  committee  ap- 
proach. The  conferees  wrestled  with  the  question  of  whether  the 
basic  plan  should  be  contributory.  Each  dollar  required  as  a  contri- 
bution to  the  basic  plan  leaves  one  dollar  less  available  for  invest- 
ment in  the  thrift  plan.  The  conferees  resolved  the  dilemma  by 
mandating  an  employee  contribution  to  the  basic  plan  while  at  the 
same  time  requiring  an  employer  thrift  plan  contribution  which 
approximates  the  required  employee  contribution. 

The  required  employee  contributions  to  the  basic  plan  will  be  1.3 
percent  of  basic  pay  in  1987,  0.94  percent  from  1988  to  1990,  and  0.8 
percent  in  1990  and  thereafter.  This  is  in  addition  to  the  mandato- 
ry OASDI  tax. 


129 


Eligibility  for  unreduced  benefits 

The  Senate  amendment  (Option  A)  provides  unreduced  benefits 
at  age  62  with  at  least  five  years  of  service.  Option  B  provides  ben- 
efits at  age  55  with  30  or  more  years  of  services  or  at  age  62  with  5 
or  more  years  of  service. 

The  House  bill  has  no  comparable  provision,  but  the  House  com- 
mittee bill  provides  unreduced  benefits  at  age  55  with  30  or  more 
years  of  service,  at  age  60  with  20  or  more  years  of  service,  or  at  62 
with  5  or  more  years  of  service. 

The  conference  agreement  provides  unreduced  benefits  at  age  60 
with  20  or  more  years  of  service  and  at  age  62  with  five  or  more 
years  of  service.  In  addition,  it  establishes  a  gradually  increasing 
4 'minimum  retirement  age"  for  employees  with  30  or  more  years  of 
service.  Until  the  year  2003,  an  employee  with  30  years  of  service 
may  retire  at  age  55.  Beginning  in  the  years  2003  the  minimum  re- 
tirement age  increases  by  two  months  every  year  until  year  2009. 
Thus,  at  year  2009  the  employee  must  be  age  56  to  retire  with  30  or 
more  years  of  service.  Age  56  is  the  minimum  retirement  age  until 
the  year  2020.  Beginning  in  the  year  2021  the  minimum  retirement 
age  again  increases  by  two-month  increments  until  the  year  2027. 
Thus,  in  the  year  2027  the  minimum  retirement  age  to  retire  with 
30  or  more  years  of  service  is  57.  Thereafter,  age  57  is  the  perma- 
nent age  for  eligibility  to  retire  with  30  or  more  years  of  services. 

The  conferees  believe  that  30  years  of  service  with  the  Federal 
Government  should  be  rewarded  by  an  unreduced  retirement  bene- 
fit. The  graduated  minimum  retirement  age  (which  is  analagous  to 
future  normal  retirement  age  increases  under  the  Social  Security 
Act)  takes  into  account  changing  demographics  and  increases  in 
employee  longevity. 

Eligibility  for  reduced  benefits 

The  Senate  amendment  (Option  A)  provides  for  two  forms  of  re- 
duced retirement  benefits  at  age  55  depending  upon  whether  the 
individual  had  30  or  more  years  of  service  or  10-30  years  of  service. 
An  employee  retiring  after  age  55  with  30  or  more  years  of  service 
would  experience  a  2  percent  per  year  reduction  for  each  year  the 
employee  was  under  the  age  of  62.  An  employee  could  also  retire 
after  age  55  with  10  or  more  years  of  service  with  a  5  percent  per 
year  reduction  for  each  year  the  employee  was  under  the  age  of  62. 

Under  Option  B,  an  employee  retiring  after  age  55  with  30  or 
more  years  of  service  would  experience  no  reduction.  An  employee 
retiring  after  age  55  with  10-30  years  of  service  would  experience 
the  same  reduction  as  under  Option  A. 

Neither  the  House  bill  nor  the  House  committee  bill  has  a  com- 
parable provision. 

The  conference  agreement  essentially  adopts  the  provisions  of 
the  Senate  amendment  Option  B,  with  one  modification.  The  mini- 
mum retirement  age  for  the  reduced  benefit  increases  gradually 
from  55  to  57.  Ten  years  of  service  are  required.  For  an  employee 
retiring  with  less  than  30  years  of  service  a  reduction  of  5  percent 
per  year  for  each  year  under  age  62  is  imposed,  permitting  flexibil- 
ity for  employee  retirement  planning  at  no  additional  cost  to  the 
Government. 
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Deferred  benefits 

The  Senate  amendment  entitles  former  employees  who  have  suf- 
ficient service  and  who  attain  the  applicable  minimum  age  for  im- 
mediate retirement  to  deferred  benefits.  Under  Option  A,  a  former 
employee  is  entitled  to  an  unreduced  deferred  benefit  at  age  62 
with  five  or  more  years  of  service  and  reduced  deferred  benefits  at 
age  55  with  10  or  more  years  of  service.  Option  B  provides  the 
same  benefits  and,  also,  provides  unreduced  deferred  benefits  to 
former  employees  who  attain  age  55  with  30  or  more  years  of 
service. 

The  House  bill  has  no  comparable  provision. 

The  House  committee  bill  provides  a  deferred  benefit  to  a  former 
employee  who  attains  age  62  with  5  or  more  years  of  service. 

The  conference  agreement  adopts  the  Senate  approach  which  en- 
titles a  former  employee  with  sufficient  service  to  benefits  when  he 
or  she  attains  the  requisite  minimum  age  to  be  eligible  for  immedi- 
ate retirement.  The  agreement  provides  entitlement  to  unreduced 
benefits  to  former  employees  who  attain  age  62  with  five  or  more 
years  of  service,  age  60  with  20  or  more  years  of  service  and  age 
55-57  with  30  or  more  years  of  service  depending  upon  the  year  in 
which  the  employee  retires.  Reduced  benefits  are  available  to  a 
former  employee  who  attains  age  55-57  with  10  or  more  years  of 
service  depending  upon  the  year  in  which  the  employee  retires. 
Providing  deferred  benefits  to  former  employees  under  the  same 
conditions  as  immediate  benefits  to  current  employees  is  consistent 
with  the  requirements  of  the  Employee  Retirement  Income  Securi- 
ty Act  (ERISA)  as  applied  to  private  pension  plans.  Additionally, 
this  provision  increases  career  flexibility  for  Federal  employees 
who  leave  Government  prior  to  becoming  eligible  for  an  immediate 
retirement  benefit. 

Involuntary  retirement 

The  Senate  amendment  provides  for  involuntary  retirement 
under  the  same  conditions  as  the  CSRS,  i.e.,  if  an  employee  is  age 
50  with  at  least  20  years  of  service  or  at  any  age  with  at  least  25 
years  of  service.  The  employee's  benefit  is  reduced  2  percent  for 
each  year  the  employee  is  under  age  62. 

The  House  bill  has  no  comparable  provisions. 

The  House  committee  bill  provides  for  involuntary  retirement 
under  the  same  conditions  and  eligibility  requirements  as  the 
Senate  amendment.  However,  those  eligible  for  benefits  would  not 
face  a  reduction  in  their  annuities  based  on  age  at  time  of  retire- 
ment. 

The  conference  agreements  adopts  the  House  committee  ap- 
proach. An  employee  removed  from  Government  involuntarily  is 
eligible  to  receive  an  immediate  and  unreduced  benefit  if  the  em- 
ployee is  age  50  with  at  least  20  years  of  service  or  any  age  with  at 
least  25  years  of  service. 

Annuity  supplement 

The  Senate  amendment  does  not  include  a  supplement  to  the 
basic  pension  for  those  employees  retiring  before  age  62  except 
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with  respect  to  special  class  employees,  e.g.,  firefighters,  law  en- 
forcement officers,  and  air  traffic  controllers. 

The  House  bill  has  no  comparable  provision. 

The  House  committee  bill  does  include  such  a  supplement  for 
those  retiring  at  age  55  with  30  years  of  service  or  age  60  with  20 
years  of  service,  as  well  as  for  special  class  employees. 

The  conference  agreement  adopts  modified  version  of  the  House 
committee  provision.  The  supplement  will  be  paid  to  those  employ- 
ees who  retire  at  the  minimum  retirement  age  (55-57)  with  at  least 
30  years  of  service,  those  who  retire  at  age  60  with  at  least  20  years 
of  service,  and  those  involuntarily  separated  beginning  when  they 
attain  the  minimum  retirement  age.  The  supplement  is  designed  to 
replicate  the  Social  Security  benefit  (based  on  Federal  civilian  serv- 
ice) available  at  age  62  for  those  employees  retiring  earlier.  The 
supplement  terminates  once  the  employee  attains  age  eligibility  to 
receive  Social  Security  benefits,  i.e.,  age  62.  The  provision  in  the 
conference  agreement  differs  from  the  one  in  the  House  committee 
bill  in  three  respects.  First,  the  formula  was  redesigned  to  assume 
that  no  Social  Security  benefits  were  earned  in  post-Federal  em- 
ployment. Second,  the  supplement  is  not  adjusted  for  inflation. 
Third,  the  amount  of  the  supplement  actually  payable  is  reduced 
by  earnings  in  excess  of  a  minimum  amount,  just  as  the  amount  of 
Social  Security  benefits  payable  at  age  62  are  reduced  by  earnings 
in  excess  of  that  amount.  Earnings  in  excess  of  the  exempt  amount 
in  the  Social  Security  Act  (the  1986  amount  is  $5,760.00  which  is 
wage  indexed)  will  reduce  the  supplement  by  one  dollar  for  every 
two  dollars  earned.  The  conferees  note  that  in  order  to  assure  con- 
tinuity of  a  benefit  stream  throughout  retirement,  the  suplement  is 
subjected  to  the  same  conditions  as  payment  of  the  Social  Security 
benefit. 

Cost-of-living  adjustments 

The  Senate  amendment  provided  for  different  cost-of-living  ad- 
justments (COLAs)  for  the  various  benefits  depending  on  the  retire- 
ment plan  option  selected.  Under  Option  A,  annuitants  would  re- 
ceive no  COLAs  until  age  62.  For  annuitants  aged  62  through  66 
and  for  those  receiving  disability  or  survivor  benefits,  the  COLA 
would  equal  the  percentage  increase  in  the  Consumer  Price  Index 
(CPI)  minus  two  percentage  points.  At  age  67,  all  COLAs  would 
equal  the  actual  percentage  increase  in  the  CPI. 

Under  Option  B  of  the  Senate  amendment,  annuitants  up  to  age 
62  would  receive  a  COLA  equal  to  the  percentage  increase  in  the 
CPI  minus  2  percentage  points.  For  annuitants  at  age  62  and  above 
and  for  survivors  and  those  disabled  at  any  age  the  COLA  would  be 
the  full  CPI  increase. 

The  House  bill  has  no  comparable  provision. 

The  House  committee  bill  provides  for  full  COLAs  for  retirees, 
survivors,  and  disability  annuitants. 

Except  in  the  case  of  special  classes  of  employees,  discussed 
below,  the  conference  agreement  provides  for  no  COLA  for  retirees 
under  age  62.  For  retirees  age  62  and  over,  and  for  those  receiving 
disability  or  survivor  benefits  regardless  of  age,  the  COLA  is  gener- 
ally equal  to  the  percentage  increase  in  the  CPI  minus  one  percent- 
age point.  In  those  years  for  which  the  percentage  increase  in  the 
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CPI  does  not  exceed  3  percent,  the  COLA  will  be  the  lesser  of  the 
increase  in  the  price  index  or  2  percent. 

Special  classes 

The  Senate  amendment  provides  earlier  retirement  with  a  sup- 
plement to  certain  classes  of  employees.  The  special  classes  include 
firefighters,  law  enforcement  personnel,  and  air  traffic  controllers. 
Members  of  the  Foreign  Service  and  certain  employees  of  the  Cen- 
tral Intelligence  Agency  receive  similar  benefits  although  they  are 
covered  under  amendments  to  their  respective  systems. 

All  of  these  employees  may  retire  with  an  unreduced  benefit  at 
age  50  with  at  least  20  years  of  service  or  at  any  age  with  at  least 
25  years  of  service.  In  addition,  a  supplement  is  payable  from  re- 
tirement to  age  62.  Definitions  of  firefighters  and  law  enforcement 
officers  are  more  restrictive  than  under  CSRS.  Finally,  military  re- 
serve technicians  may  retire  at  age  55  with  30  years  of  service  with 
an  unreduced  benefit  but  without  a  supplement. 

The  House  bill  has  no  comparable  provision. 

The  House  committee  bill  provides  higher  accrual  rates  for  law 
enforcement  personnel,  firefighters,  air  traffic  controllers,  Mem- 
bers of  Congress,  and  congressional  staff.  The  accrual  rates  are  1.7 
percent  per  year  of  service  for  the  first  20  years  and  1.5  percent  for 
service  thereafter.  The  bill  also  requires  employees  in  these  classes 
to  contribute  an  additional  V2  of  one  percent  of  salary  to  the  basic 
plan.  Law  enforcement  personnel  and  firefighters  (current  law  defi- 
nitions) may  retire  at  age  50  with  20  years  of  service  with  a  supple- 
ment. Air  traffic  controllers  may  retire  at  age  50  with  20  years  of 
service  or  25  years  of  service  at  any  age  with  a  supplement.  Mem- 
bers of  Congress  may  retire  with  a  supplement  after  completing  25 
years  of  service  or  after  becoming  age  50  and  completing  20  years 
of  service  or  having  served  in  9  Congresses.  In  addition,  a  Member 
may  retire  with  a  supplement  at  age  60  with  10  years  of  service. 

The  conference  agreement  includes  provisions  of  both  the  Senate 
amendment  and  the  House  committee  bill.  The  Senate  definition  of 
"firefighters"  is  adopted  as  well  as  the  definition  of  "law  enforce- 
ment officer"  (except  as  it  applies  to  employees  of  Bureau  of  Pris- 
ons and  related  agencies).  Law  enforcement  officers,  firefighters, 
air  traffic  controllers,  and  Members  of  Congress  may  retire  at  age 
50  with  20  years  of  service  or  at  any  age  after  completing  25  years 
of  service.  Law  enforcement  officers,  firefighters,  and  air  traffic 
controllers  receive  a  supplement  beginning  at  retirement.  Members 
receive  such  a  supplement  beginning  at  the  applicable  minimum 
retirement  age  (55-57).  The  earnings  test  described  earlier  applies 
to  the  supplement  at  the  minimum  retirement  age.  These  individ- 
uals, and  congressional  employees,  contribute  an  additional  V2  of 
one  percent  to  the  basic  plan  and  receive  an  accrual  rate  equal  to 
1.7  percent  of  average  pay  for  each  of  their  first  20  years  of  service 
and  1  percent  of  average  pay  for  each  year  thereafter.  Members  of 
the  Foreign  Service  and  certain  employees  of  the  CIA  receive  simi- 
lar treatment  but  are  covered  under  amendments  to  their  respec- 
tive retirement  systems. 

The  mandatory  retirement  ages  applicable  under  CSRS  for  law 
enforcement  officers,  firefighters,  and  air  traffic  controllers  are  in- 
cluded in  the  conference  agreement.  Because  of  the  mandatory  re- 
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tirement  requirements,  the  benefits  for  these  groups  will  be  adjust- 
ed for  changes  in  cost  of  living,  generally,  at  a  rate  of  CPI  minus  1 
percent  beginning  at  retirement,  rather  than  at  age  62. 

To  determine  a  reasonable  accrual  rate,  the  conferees  used  the 
average  age  and  service  at  retirement  of  law  enforcement  officers 
in  the  CSRS  and  tried  to  replicate  the  CSRS  replacement  rates  for 
such  individuals  in  the  retirement  provisions  of  this  plan. 

Finally,  the  conference  agreement  provides  that  military  reserve 
technicians  separated  from  the  civil  service  because  of  losing  mili- 
tary status  through  no  fault  of  their  own  may  retire  at  age  50  with 
25  years  of  service.  In  such  cases  the  normal  accrual  rate  of  1  per- 
cent of  average  salary  per  year  of  service  applies  and  a  supplement 
is  paid.  Those  technicians  who  lose  military  status  due  to  physical 
disability  will  receive  cost-of-living  adjustments  from  the  time  of 
retirement  equivalent  to  that  discussed  above. 

Thrift  Savings  Plan 

Contributions 

The  Senate  amendment  allows  an  employee  to  contribute  each 
year  up  to  10  percent  of  the  employee's  rate  of  basic  pay  to  the 
Thrift  Savings  Fund.  It  allows  for  "make-up"  contributions  in  a 
year  following  a  year  in  which  an  employee  did  not  make  the  maxi- 
mum contribution.  In  any  year  total  contributions  (including 
'  'make-up"  contributipns)  could  not  exceed  15  percent  of  the  em- 
ployee's annual  rate  of  pay  for  that  year.  The  Senate  amendment 
also  permits  employees  to  modify  the  amounts  contributed  to  the 
Thrift  Savings  Fund  at  least  once  per  year. 

The  Senate  amendment  provides  for  matching  employer  contri- 
butions. Under  the  Senate  plan  (Option  A),  the  Government  would 
match  contributions  dollar  for  dollar  up  to  5  percent  of  the  employ- 
ee's pay.  Under  Option  B,  the  Government  matches  the  first  one 
percent  of  pay  dollar  for  dollar,  the  second  and  third  percent  at 
fifty  cents  per  dollar,  and  the  fourth  through  sixth  percent  of  pay 
at  twenty  five  cents  per  dollar.  The  Senate  amendment  provides  for 
the  employee  and  employer  contributions  to  the  Thrift  Fund  to  be 
tax  deferred.  The  Senate  amendment  provides  to  employees  who 
are  receiving  disability  benefits  the  option  of  participating  in  the 
Thrift  Plan. 

The  House  bill  has  no  comparable  provision. 

The  House  committee  bill  allows  employees  to  contribute  up  to 
10  percent  of  basic  pay.  It  provides  for  the  employer  to  match  the 
contribution  at  fifty  cents  per  dollar  up  to  6  percent  of  the  employ- 
ee's basic  pay.  The  House  committee  bill  requires  an  "open  season" 
at  least  once  every  6  months  during  which  an  employee  may  elect 
to  contribute,  elect  to  cease  contributing,  or  change  the  rate  of  con- 
tribution. An  employee  may  not  begin  contributing  until  the 
second  open  season  following  employment.  Under  the  House  com- 
mittee bill,  employees  covered  by  CSRS  could  also  contribute  up  to 
10  percent  of  pay.  Such  contributions,  however,  would  not  be 
matched  by  the  Government. 

The  conference  agreement  adopts  provisions  of  both  the  Senate 
amendment  and  the  House  committee  bill.  Newly-hired  employees 
must  wait  until  the  second  "open  season"  to  join,  a  period  ranging 
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from  6-12  months.  Employees  must  be  permitted  to  elect  to  partici- 
pate, to  elect  to  cease  participating,  or  to  modify  the  amount  of 
their  contributions  to  the  Fund  at  least  once  every  6  months.  The 
Executive  Director  is  required  to  design  a  plan  for  make-up  contri- 
butions and  submit  it  to  Congress. 

With  respect  to  Government  contributions,  the  conference  agree- 
ment represents  a  compromise  between  the  Senate  amendment  and 
the  House  committee  bill.  The  conference  agreement  provides  for 
the  employer  to  contribute  an  amount  equal  to  one  percent  of  basic 
pay  for  each  employee  regardless  of  whether  the  employee  has 
elected  to  make  contributions.  This  substantially  offsets  the  manda- 
tory employee  contribution  to  the  basic  plan.  An  employee  may 
elect  to  contribute  up  to  10  percent  of  pay  with  the  employer 
matching  up  to  5  percent  as  follows:  for  the  first  3  percent  the 
match  is  100  percent  and  for  the  fourth  and  fifth  percent  of  pay 
the  match  is  50  percent. 

Like  the  Senate  amendment,  the  conference  agreement  provides 
that  the  employee  and  employer  contributions  to  the  Thrift  Sav- 
ings Fund  will  be  tax-deferred.  The  House  had  no  provision  for  tax 
deferral.  Employees  under  CSRS  may  contribute  a  maximum  of  5 
percent  to  the  Thrift  Savings  Plan  but  with  no  Government  match- 
ing contribution. 

The  conferees  believe  the  Thrift  Savings  Plan  is  a  key  element  of 
the  new  retirement  system.  It  encourages  Federal  employees  to 
participate  actively  in  their  own  retirement  planning.  The  auto- 
matic 1  percent  Government  contribution  for  each  employee  cou- 
pled with  the  attractive  agency  matching  contribution  provides  a 
strong  incentive  for  employees  to  participate.  The  tax-deferred  fea- 
tures of  the  plan  also  make  the  Thrift  Savings  Plan  economically 
attractive  to  employees.  These  popular  tax-deferred  savings  plans 
should  be  as  available  to  Federal  employees  as  they  are  to  private 
sector  employees. 

To  encourage  all  Federal  employees  to  participate  in  retirement 
planning,  the  conference  agreement  follows  the  House  committee 
bill  and  allows  current  CSRS  employees  to  participate  in  the  Thrift 
Savings  Plan.  However,  the  conference  agreement  does  not  adopt 
the  Senate  amendment  provision  which  permits  disabled  employees 
to  participate  in  the  Thrift  Plan. 

Vesting 

The  Senate  amendment  provides  for  immediate  vesting  of  an  em- 
ployee's contributions  to  the  Thrift  Savings  Plan  and  earnings  at- 
tributed to  those  contributions.  It  provides  for  gradual  vesting  of 
the  Government's  contributions  (and  attributable  earnings)  over  a 
5-year  period. 

The  House  bill  has  no  comparable  provision. 

The  House  committee  bill  provides  for  full  and  immediate  vest- 
ing of  both  employee  and  employer  contributions  and  the  attributa- 
ble earnings. 

The  conference  agreement  adopts  the  House  provisions  for  full 
and  immediate  vesting  for  matching  contributions.  The  automatic 
one  percent  contribution  discussed  above  vests  after  3  years  of  serv- 
ice for  career  employees,  and  2  years  for  political  appointees.  The 
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conferees  note,  however,  there  is  a  waiting  period  before  an  em- 
ployee may  join  the  plan. 

Payouts 

The  Senate  amendment  provides  several  options  under  which 
participants  may  receive  benefits  from  the  Thrift  Savings  Plan 
upon  leaving  Government  employment.  The  options  available 
depend  on  the  participant's  retirement  status.  Those  entitled  to  an 
immediate  basic  plan  annuity,  to  workers'  compensation  benefits, 
or  disability  benefits  would  have  four  options:  (1)  an  immediate  an- 
nuity; (2)  a  deferred  annuity;  (3)  withdrawal  of  funds  in  one  or 
more  payments;  or  (4)  a  rollover  to  an  Individual  Retirement  Ac- 
count (IRA)  or  any  qualified  pension  plan.  Those  entitled  to  a  de- 
ferred annuity  would  have  the  same  four  options,  but  the  first 
three  would  be  available  only  after  the  deferred  annuity  com- 
mences. Those  not  entitled  to  an  annuity  have  two  options:  (1) 
withdrawal  of  funds  at  age  62;  or  (2)  rollover  to  an  IRA  or  any 
qualified  pension  plan. 

The  House  bill  has  no  comparable  provision. 

The  House  committee  bill  provides  that  an  employee,  upon  sepa- 
ration from  employment,  may  withdraw  his  account,  receive  an  an- 
nuity or  receive  a  deferred  annuity. 

The  conference  agreement  adopts  the  Senate  amendment  provi- 
sions with  modifications.  If  eligible  to  retire  from  the  basic  plan,  an 
employee  may  withdraw  the  account,  receive  an  annuity,  defer  an 
annuity,  or  transfer  the  account  into  an  IRA  or  any  qualified  pen- 
sion plan.  If  the  employee  separates  with  title  to  a  deferred  annu- 
ity under  the  basic  plan,  the  employee  may  elect  any  of  the  above 
options  except  that  withdrawals  may  not  be  made  until  the  em- 
ployee is  eligible  to  receive  the  deferred  annuity  under  the  basic 
plan.  If  the  employee  is  not  vested  in  the  basic  plan,  the  account  is 
required  to  be  transferred  into  an  IRA  or  any  qualified  pension 
plan. 

Loans 

The  Senate  amendment  authorizes  a  loan  program  beginning  in 
January  1,  1988,  limited  to  the  employee's  contributions  and  attrib- 
utable earnings. 

The  House  bill  has  no  comparable  provision. 

The  House  committee  bill  authorizes  loans  or  hardship  with- 
drawals of  employee  contributions  for  the  following  purposes:  (1) 
purchase  of  a  primary  residence;  (2)  educational  expenses;  (3)  medi- 
cal expenses;  or  (4)  financial  hardship. 

The  conference  agreement  adopts  the  House  committee  provi- 
sions on  loans  except  that  loans  will  not  be  permitted  prior  to  Jan- 
uary 1,  1988.  Withdrawals  during  employment  are  not  permitted. 

Investment  of  thrift  savings  fund 

The  Senate  amendment  provides  for  a  minimum  of  three  funds 
for  investment:  A  Government  Securities  Investment  Fund,  a  Fixed 
Income  Investment  Fund,  and  a  Common  Stock  Index  Investment 
Fund.  It  provides  for  a  5-member  board  to  establish  additional 
funds  as  appropriate.  The  Senate  amendment  includes  certain  re- 
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quirements  for  the  index  fund  and  requires  the  board  to  define  the 
stock  index. 

The  Senate  amendment  provides  for  employees  to  have  the  op- 
portunity at  least  once  each  year  to  elect  the  funds  for  investment 
or  reinvestment.  It  includes  a  requirement  that  all  monies  contrib- 
uted by  employees  to  the  Thrift  Savings  Plan  during  1987  would  be 
invested  in  the  Government  Securities  Investment  Fund  with  a  20 
percent  reduction  of  this  amount  each  year  through  1991.  With  re- 
spect to  amounts  contributed  by  the  Government,  100  percent 
would  remain  in  the  Government  Securities  Investment  Fund  for 
the  6-year  period,  1987-1992.  In  1993,  20  percent  would  be  available 
for  investment  in  other  funds  increasing  by  20  percent  each  year 
through  1996. 

The  House  bill  has  no  comparable  provisions. 

The  House  committee  bill  provides  for  a  total  of  6  funds  for  in- 
vestment. In  addition  to  the  3  included  in  the  Senate  plan,  the 
House  also  provides  for  an  indexed  bond  fund,  an  actively  managed 
stock  fund,  and  an  actively  managed  bond  fund.  It  provides  for  em- 
ployee elections  for  allocating  investments  among  funds  at  the 
same  time  as  elections  to  participate  in  the  Thrift  Savings  Plan  (at 
least  once  every  six  months).  The  House  committee  bill  provides  for 
all  Government  contributions  prior  to  1992  to  be  invested  in  the 
Government  Securities  Investment  Fund. 

The  conference  agreement  adopts  the  Senate  provisions  estab- 
lishing three  funds  and  gives  the  Board  the  responsibility  to  select 
the  index  for  the  Common  Stock  Index  Investment  Fund.  The  con- 
ferees chose  to  limit  the  number  of  funds  to  three  for  several  rea- 
sons. Because  this  is  a  new  undertaking  in  the  Federal  Govern- 
ment, a  smaller  number  of  funds  will  be  more  manageable.  The 
three  funds  selected  offer  employees  distinct  and  reasonable  alter- 
natives for  investment.  Should  additional  investment  vehicles 
become  desirable,  the  Congress  can  authorize  them. 

Most  importantly,  the  three  funds  authorized  in  the  legislation 
are  passively  managed  funds,  not  subject  to  political  manipulation. 
A  great  deal  of  concern  was  raised  about  the  possibility  of  political 
manipulation  of  large  pools  of  thrift  plan  money.  This  legislation 
was  designed  to  preclude  that  possibility. 

Concerns  over  the  specter  of  political  involvement  in  the  thrift 
plan  management  seem  to  focus  on  two  distinct  issues.  One,  the 
Board,  composed  of  Presidential  appointees,  could  be  susceptible  to 
pressure  from  an  Administration.  Two,  the  Congress  might  be 
tempted  to  use  the  large  pool  of  thrift  money  for  political  purposes. 
Neither  case  would  be  likely  to  occur  given  present  legal  and  con- 
stitutional restraints. 

The  Board  members  and  employees  are  subject  to  strict  fiduciary 
rules.  They  must  invest  the  money  and  manage  the  funds  solely  for 
the  benefit  of  the  participants.  A  breach  of  these  responsibilities 
would  make  the  fiduciaries  civilly  and  criminally  liable. 

The  structure  of  the  funds  themselves  prevents  political  manipu- 
lation. The  Government  Securities  Investment  Fund  is  invested  in 
nonmarketable  special  issues  of  the  Treasury  pegged  to  a  certain 
average  interest  rate.  The  Fixed  Income  Investment  Fund  is  com- 
posed of  guaranteed  investment  contracts,  certificates  of  deposits  or 
other  fixed  instruments  in  which  the  Board  contracts  with  insur- 
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ance  companies,  banks  and  the  like  to  provide  it  with  a  fixed  rate 
of  return  over  a  specified  period  of  time.  The  Board  would  have  no 
knowledge  of  the  specific  investments. 

Finally,  the  stock  index  fund  is  one  in  which  a  common  stock 
index  such  as  Standard  &  Poor's  500  or  Wilshire's  5000  is  used  as 
the  mechanism  to  allocate  investments  from  the  fund  to  various 
stocks.  A  common  stock  index  is  a  composite  of  stocks  which  moves 
up  and  down  in  value  as  prices  of  the  stocks  change.  An  index  fund 
then  allocates  its  investments  to  the  stocks  in  the  index  in  the 
same  or  similar  ratio  that  the  value  of  a  given  stock  has  to  the 
total  value  of  all  of  the  stocks  in  the  index.  Thus,  the  actual  deci- 
sion to  buy  or  sell  a  given  stock  is  determined  by  the  market  place, 
i.e.,  the  ratio  of  values  of  stock  within  the  index.  As  the  relative 
values  change,  the  investments  from  the  fund  change.  Hence  no  in- 
dividual or  group  of  individuals  are  capable  of  manipulating  invest- 
ments. The  legislation  bars  Board  members,  the  Executive  Director 
and  employees  from  voting  proxies  owned  by  the  stock  index  fund. 

The  investment  approach  chosen  by  the  conferees  is  patterned 
after  corporate,  state  and  local  government,  and  the  few  existing 
Federal  pension  funds.  Political  manipulation  is  unlikely  and  would 
be  unlawful. 

As  to  the  issue  of  Congress  tampering  with  the  thrift  funds,  the 
inherent  nature  of  a  thrift  plan  precludes  that  possibility.  Unlike  a 
defined  benefit  plan  where  an  employer  essentially  promises  a  cer- 
tain benefit,  a  thrift  plan  is  an  employee  savings  plan.  In  other 
words,  the  employees  own  the  money.  The  money,  in  essence,  is 
held  in  trust  for  the  employee  and  managed  and  invested  on  the 
employee's  behalf  until  the  employee  is  eligible  to  receive  it.  This 
arrangement  confers  upon  the  employee  property  and  other  legal 
rights  to  the  contributions  and  their  earnings.  Whether  the  money 
is  invested  in  Government  or  private  securities  is  immaterial  with 
respect  to  employee  ownership.  The  employee  owns  it,  and  it 
cannot  be  tampered  with  by  any  entity  including  Congress. 

Drawing  parallels  between  corporate  reversions  from  overfunded 
pension  plans  and  state  legislative  initiatives  to  use  state  pension 
monies  for  certain  political  purposes  is  irrelevant  in  this  case. 
These  examples  are  of  funded  defined  benefit  plans  where  the 
monies  do  not  belong  to  the  employees  but,  rather,  are  arrange- 
ments to  fund  a  statutory  or  contractual  benefit.  In  this  case,  the 
vested  monies  of  the  thift  plan  belong  to  the  employees. 

Because  of  the  many  concerns  raised,  the  conferees  spent  more 
time  on  this  issue  than  any  other.  Proposals  were  made  to  decen- 
tralize the  investment  management  and  to  give  employees  more 
choice  by  permitting  them  to  choose  their  own  financial  institution 
in  which  to  invest.  While  the  conferees  applaud  the  use  of  IRAs, 
they  find  such  an  approach  for  an  employer-sponsored  retirement 
program  inappropriate.  In  fact,  the  conferees  received  advice  from 
the  Department  of  the  Treasury  that  such  a  plan  would  not  even 
qualify  as  an  employer-sponsored  plan,  thus  losing  its  favorable  tax 
treatment. 

The  conferees  concur  with  the  resolution  of  this  issue  as  dis- 
cussed in  the  Senate  report  (99-166)  on  this  legislation: 
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As  an  alternative  the  committee  considered  permitting 
any  qualified  institution  to  offer  to  employee  specific  in- 
vestment vehicles.  However,  the  committee  rejected  that 
approach  for  a  number  of  reasons.  First,  there  are  literally 
thousands  of  qualified  institutions  who  would  bombard  em- 
ployees with  promotions  for  their  services.  The  committee 
concluded  that  employees  would  not  favor  such  an  ap- 
proach. Second,  few,  if  any,  private  employers  offer  such 
an  arrangement.  Third,  even  qualified  institutions  go 
bankrupt  occasionally  and  a  substantial  portion  of  an  em- 
ployee's retirement  benefit  could  be  wiped  out.  This  is  in 
contrast  to  the  diversified  fund  approach  which  could 
easily  survive  a  few  bankrupticies.  Fourth,  it  would  be  dif- 
ficult to  administer.  Fifth,  this  "retail"  or  "voucher"  ap- 
proach would  give  up  the  economic  advantage  of  this 
group's  wholesale  purchasing  power  derived  from  its  large 
size,  so  that  employees  acting  individually  would  get  less 
for  their  money. 

The  conference  agreement  adopts  the  Senate  amendment  provi- 
sion for  phasing  employee  and  employer  contributions  into  the  pri- 
vate sector  investment  options  with  one  change.  At  the  end  of  the 
first  five-year  period  employees  could  invest  all  of  their  contribu- 
tions in  any  fund.  After  the  10-year  period  employees  may  invest 
all  of  the  Government  contributions  in  any  fund.  The  conference 
agreement  provides  for  employees  to  elect  investment  vehicles 
twice  each  year,  simultaneous  with  the  option  to  change  contribu- 
tion rates.  Contributions  by  individuals  under  CSRS  must  be  held 
in  the  Government  Securities  Investment  Fund. 

Federal  retirement  thrift  investment  management  system 

The  Senate  amendment  establishes  an  off-budget  agency  called 
the  Federal  Retirement  Thrift  Investment  Board  to  handle  the  in- 
vestment and  administraiton  of  the  thrift  plan.  The  Board's  oper- 
ations are  funded  by  forfeitures  of  Government  contributions  and 
the  invesment  income  from  its  investments.  Board  members  are 
the  Chairman  of  the  Federal  Reserve  Board,  the  Director  of  the 
Office  of  Personnel  Management,  the  Secretary  of  the  Treasury, 
and  two  Presidentially-appointed  employee  representatives,  one 
from  labor  and  one  from  a  manager  organization.  The  Board  sets 
overall  policy,  which  is  administered  by  an  executive  director  and  a 
support  staff.  An  advisory  committee  of  private  sector  experts  ad- 
vises the  Board  on  investments  and  administration  while  a  special- 
ly elected  employee  advisory  committee  advises  in  investment  deci- 
sions and  votes  the  fund's  shares  in  relevant  corporate  matters. 
The  Secretary  of  Labor  is  responsible  for  enforcing  fiduciary  re- 
sponsibilities similiar  to  those  required  by  ERISA. 

The  House  bill  has  no  comparable  provision. 

The  House  committee  bill  establishes  an  off-budget  agency  called 
the  Federal  Retirement  Investment  Board  to  handle  the  invest- 
ment and  administration  of  the  thrift  plan,  which  is  funded  by  in- 
vestment income  from  its  investments.  The  Board  is  composed  of 
five  members,  appointed  by  the  President  for  four  year  terms,  one  of 
whom  is  designated  as  Chairman.  One  appointment  is  on  recom- 
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mendation  of  the  Speaker  of  the  House,  one  on  recommendation  of 
the  Senate  Majority  Leader,  and  the  final  one  upon  recommenda- 
tion of  the  other  four.  The  Board  sets  overall  policy,  which  is  ad- 
ministered by  an  executive  director  and  a  support  staff.  The  Chair- 
man appoints  a  14  member  Employee  Thrift  Advisory  Council  rep- 
resenting labor,  management,  women,  and  retiree  organizations. 
One  member  is  designated  by  the  Chairman  as  head  of  the  Council 
and  appointments  are  for  four  years.  The  Council  advises  the 
Board  on  investment  and  administration  of  the  Thrift  Savings 
Fund.  The  Secretary  of  Labor  is  responsible  for  enforcing  fiduciary 
responsibilities  similar  to  those  required  by  ERISA. 

The  conference  agreement  generally  adopts  the  House  committee 
provisions.  Board  appointees  must  be  confirmed  by  the  Senate  with 
the  exception  of  those  appointed  for  the  first  term.  Unlike  most  of 
the  rest  of  the  retirement  plan,  the  Thrift  Management  System  is 
effective  upon  date  of  enactment  to  ensure  that  the  system  will  be 
operable  when  thrift  plan  participation  begins  on  January  1,  1987. 
As  a  result  the  conference  agreement  empowers  the  President  to 
appoint  the  first  panel  of  Board  members  for  a  one  year  term  with- 
out Senate  confirmation.  Subsequent  appointments  are  subject  to 
Senate  confirmation.  In  addition,  while  the  Senate  and  House  will 
each  make  a  recommendation  for  appointment,  the  President  need 
only  take  such  a  recommendation  into  consideration  for  such  an 
appointment.  With  regard  to  advisory  groups,  the  conferees  decided 
that  the  requirement  for  Board  members  and  the  Executive  Direc- 
tor to  have  substantial  expertise  in  managing  financial  invest- 
ments and  pension  benefit  programs  would  obviate  the  need  for 
advice  from  a  committee  of  private  sector  experts. 

Survivor  Benefits 

Preretirement  Death 

The  Senate  amendment  'Option  A)  provides  a  preretirement 
death  benefit  to  a  survivor  equal  to  50  percent  of  the  accrued  re- 
tirement benefit  of  the  employee  subject  to  applicable ^early  retire- 
ment reductions.  Option  B  provides  a  benefit  equal  to  50  percent  of 
the  unreduced  retirement  benefits.  A  minimum  benefit  is  provided 
under  both  options,  based  on  10  years  of  service.  Option  B  also  pro- 
vides enhanced  life  insurance  until  retirement.  Benefits  are  pay- 
able to  survivors  of  vested  employees  who  separated  prior  to  death. 
Benefits  vest  after  IS  months  of  service. 

The  House  bill  has  no  comparable  provision. 

The  House  committee  bill  provides  a  benefit  equal  to  50  percent 
of  the  accrued  annuity  of  the  employee  where  Social  Security  is 
pavable.  If  Social  Security  is  not  payable,  the  benefit  is  the  lesser 
of  la)  the  current  CSRS  benefit  or  (b)  50  percent  of  the  accrued  an- 
nuity, plus  a  Social  Security  supplement.  Benefits  vest  after  18 
months  of  service. 

The  conference  agreement  provides  a  surviving  spouse  a  lump 
sum  payment  of  815,000  (indexed  to  CPI)  plus  one-half  of  the  em- 
ployee's" annual  rate  of  pay  or  high-3  average  pay  if  higher.  The 
spouse  may  elect  the  lump  sum  to  be  paid  as  an  annuity  or  to  be 
paid  out  over  a  shorter  period.  In  addition,  the  surviving  spouse  re- 
ceives an  annuity  equal  to  50  percent  of  the  employee's  accrued  un- 
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reduced  annuity  if  the  deceased  employee  had  10  years  of  service. 
Benefits  vest  after  18  months  of  service.  Benefits  are  payable  to 
survivors  of  vested  employees  who  separated  prior  to  death. 

To  the  extent  practical,  the  conference  agreement  reflects  survi- 
vor benefit  practice.  Private  industry  uses  a  mixture  of  life  insur- 
ance and  survivor  annuities.  These  coupled  with  Social  Security 
survivor  benefits  generally  provide  adequate  benefits.  The  confer- 
ees considered  using  a  combination  of  insurance  and  annuities  but 
found  this  approach  would  require  significant  changes  in  the  Fed- 
eral Employees  Group  Life  Insurance  (FEGLI)  program.  The  con- 
ferees were  not  prepared  to  address  significant  changes  in  FEGLI 
at  this  time.  Instead,  the  conference  agreement  approximates  pri- 
vate sector  insurance  practice  by  providing  an  option  of  a  lump 
sum  payment.  This  should  improve  the  ability  of  survivors  to  meet 
the  financial  demands  resulting  from  the  loss  of  a  spouse.  As  a 
result  of  these  survivor  provisions,  basic  life  insurance  coverage 
may  be  redundant  in  some  circumstances.  The  conferees  urge  the 
Office  of  Personnel  Management  to  immediately  study  the  impact 
of  these  provisions  on  FEGLI  and  recommend  appropriate  changes 
to  the  basic  life  insurance  program. 

Postretirement  death 

Both  options  under  the  Senate  amendment  require  a  10  percent 
"survivor"  reduction  in  the  basic  annuity  to  provide  post  retire- 
ment survivor  benefits.  A  joint  waiver  is  required  for  alternate  an- 
nuity forms.  Under  Option  A  the  survivor  is  entitled  to  50  percent 
of  the  retiree's  annuity,  including  any  early  retirement  reductions. 
If  the  survivor  predeceases  the  annuitant,  the  survivor  reduction  is 
not  restored.  Under  Option  B  the  survivor  is  entitled  to  50  percent 
of  the  accrued  annuity  without  early  retirement  reductions.  If  the 
survivor  predeceases  the  annuitant,  the  survivor  reduction  is  re- 
stored. 

The  House  bill  has  no  comparable  provision. 

The  House  committee  bill  requires  a  survivor  reduction  equiva- 
lent to  that  required  under  CSRS.  This  reduction  is  made  unless 
the  retiree  and  spouse  jointly  waive  the  survivor  option.  If  Social 
Security  is  payable,  the  benefit  is  equal  to  50  percent  of  the  retir- 
ee's unreduced  annuity.  If  Social  Security  is  not  payable,  the  bene- 
fit is  the  lesser  of  (1)  the  current  CSRS  benefit  or  (2)  50  percent  of 
the  retiree's  unreduced  annuity  plus  a  Social  Security  supplement 
payable  until  Social  Security  eligibility.  If  the  survivor  predeceases 
the  annuitant,  the  survivor  reduction  is  eliminated. 

The  conference  agreement  requires  a  survivor  reduction  of  10 
percent  (absent  a  joint  waiver).  The  remainder  of  the  provisions  are 
adopted  from  the  House  committee  bill. 

Children's  benefits 

The  Senate  amendment  has  no  provision. 
The  House  bill  has  no  provision. 

The  House  committee  bill  provides  children's  benefits  equivalent 
to  those  under  the  current  CSRS  offset  by  any  Social  Security  bene- 
fits payable. 

The  conference  agreement  adopts  the  House  committee  ap- 
proach. 
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Disability  Benefits 

The  Senate  amendment  establishes  a  separate  long-term  disabil- 
ity (LTD)  insurance  plan  which  pays  benefits  to  a  disabled  employ- 
ee with  at  least  18  months  of  service  after  the  employee  has  used 
all  sick  leave.  A  totally  disabled  employee  receives  60  percent  of  av- 
erage salary  offset  by  100  percent  of  the  Social  Security  benefit  if 
any.  For  an  individual  who  does  not  meet  the  Social  Security  dis- 
ability definition,  but  who  is  disabled  for  his  or  her  occupation,  the 
benefit  decreases  to  40  percent  of  average  salary  after  the  first 
year.  The  benefit  continues  until  the  individual  recovers  or  is  con- 
verted to  the  regular  retirement  rolls.  Occupationally  disabled  indi- 
viduals are  converted  at  age  55  and  the  totally  disabled  at  age  62. 

Time  spent  on  the  disability  rolls  is  credited  as  service  for  pur- 
poses of  the  basic  retirement  benefit  formula.  In  addition,  the  em- 
ployee's salary  at  onset  of  disability  is  adjusted  upward  to  the  time 
of  conversion.  While  receiving  benefits,  individuals  are  subject  to 
medical  examinations  and  to  reviews  of  earnings.  The  portion  of 
the  disability  benefit  cost  which  comes  from  the  LTD  plan  is  paid 
by  agencies  to  a  newly  established  Federal  Employee's  Disability 
Insurance  Fund.  Benefit  payments  are  made  by  a  third  party  ad- 
ministrator. 

The  House  bill  has  no  comparable  provision. 

Under  the  House  committee  bill  an  employee  who  completes  at 
least  5  years  of  creditable  civilian  service  and  is  found  by  OPM  to 
be  unable  to  perform  the  duties  of  such  employee's  position  will  be 
eligible  for  disability  retirement  and  an  annuity.  The  disability  an- 
nuity will  be  equal  to  the  employee's  accrued  retirement  benefit 
but  will  be  no  less  than  the  smaller  of  (1)  20  percent  of  the  employ- 
ee's average  pay,  or  (2)  an  annuity  computed  under  the  regular  an- 
nuity formula  after  projecting  the  employee's  service  to  age  60.  Dis- 
abled employees  who  are  unable  to  perform  the  duties  of  their  posi- 
tions but  who  do  not  qualify  for  benefits  under  the  stricter  Social 
Security  definition  of  disability  will  be  entitled  to  receive  an  annu- 
ity supplement  to  make  up  for  the  lack  of  Social  Security  benefits. 

The  conference  agreement  includes  provisions  from  both  the 
Senate  amendment  and  the  House  Committee  bill.  Like  the  House 
committee  bill,  the  disability  benefit  will  be  paid  as  an  annuity 
from  the  retirement  fund.  The  conference  agreement  adopted  the 
Senate  provision  regarding  eligibility  for  benefits  after  18  months 
of  service.  The  amount  of  the  benefit  during  the  first  year  is  60 
percent  of  average  pay  minus  100  percent  of  any  Social  Security 
benefit  payable.  After  the  first  year,  the  benefit  for  the  occupation- 
ally  disabled  is  40  percent  of  average  pay.  For  the  totally  disabled  a 
40  percent  of  average  pay  disability  benefit  is  offset  by  60  percent 
of  the  Social  Security  benefit  payable.  Total  income  flowing  from 
both  the  disability  benefit  and  Social  Security  will  range  from  ap- 
proximately 58  percent  of  average  pay  for  the  low  income  down  to 
46  percent  for  the  higher  income. 

At  age  62  the  annuity  is  recomputed  and  the  annuitant  will  re- 
ceive the  lesser  of  the  total  disability  benefit  (regardless  of  the 
extent  of  the  disability)  or  a  recomputed  retirement  benefit.  For 
the  retirement  recomputation,  years  spent  on  disability  are  count- 
ed as  years  of  service  and  average  pay  is  increased  by  the  cost  of 
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living  adjustments  applicable  to  disability  annuities  during  the 
period  of  disability. 

The  disability  benefit  is  particularly  complex  due  to  the  need  to 
coordinate  with  Social  Security  benefit  computation  formulas  and 
disability  criteria.  The  Social  Security  definition  of  disability  is  a 
very  strict  definition.  Both  bills  provide  and  the  conferees  concur 
that  payment  of  benefits  is  warranted  where  an  employee  is  dis- 
abled for  his  position  (occupationally  disabled)  but  does  not  qualify 
for  Social  Security  benefits.  As  a  consequence,  two  categories  of  dis- 
abled employees  receive  benefits.  In  both  cases  a  reasonable  benefit 
is  necessary,  but  the  benefit  payable  to  the  Social  Security  disabled 
must  take  into  account  the  amount  of  the  Social  Security  benefit  to 
avoid  being  overly  compensated.  Thus,  one  recipient  receives  a  ben- 
efit only  from  the  plan  while  the  other  receives  it  from  the  plan 
and  Social  Security. 

The  tilt  to  lower-income  employees  in  total  disability  cases  re- 
sults from  the  tilt  to  lower-income  employees  in  the  Social  Security 
benefit  formula.  The  offset  formula  utilized  for  the  totally  disabled 
flattens  the  tilt  somewhat. 

Conversion  to  retirement  benefits,  if  lower,  at  age  62  is  necessary 
to  assure  that  the  disabled  person  does  not  receive  greater  benefits 
in  his  retired  years  than  the  one  who  voluntarily  retired  from 
active  employment.  Finally,  at  the  time  of  conversion,  the  occupa- 
tionally disabled  individual  is  deemed  to  receive  the  total  disability 
amount  for  conversion  purposes  to  prevent  the  occupationally  dis- 
abled from  receiving  more  in  total  income  than  the  totally  dis- 
abled, once  old  age  benefits  commerce  from  Social  Security. 

Transfers  from  CSRS  to  the  FERS 

The  Senate  amendment  permits  individuals  covered  by  the 
CSRS,  including  those  covered  by  both  Social  Security  and  CSRS, 
to  elect  to  join  the  new  plan  within  one  year  after  the  effective 
date,  which  is  January  1,  1987.  Rules  which  apply  in  the  case  of  a 
transfer  include: 

(1)  Service  both  before  and  after  the  transfer  counts  for  eligibility 
to  retire. 

(2)  Increases  in  average  salary  after  the  transfer  apply  to  benefit 
computations  under  both  plans. 

(3)  Survivor  benefits  come  from  both  plans. 

(4)  Disability  coverage  under  CSRS  stops  and  the  employee  gets 
credit  for  service  before  the  transfer  toward  the  18  months  needed 
to  become  eligible  for  long  term  disability  benefits  under  the  new 
plan. 

(5)  Service  before  the  transfer  counts  for  vesting  in  the  Govern- 
ment's share  of  contributions  to  the  thrift  plan. 

(6)  Employees  who  transfer  and  remain  in  the  new  plan  for  five 
years  are  no  longer  subject  to  the  windfall  benefit  reduction  or  the 
public  pension  offset  rule  applying  to  spouses  under  the  Social  Se- 
curity Act. 

The  House  bill  and  the  House  committee  bill  have  no  compara- 
ble provision. 

The  conference  agreement  adopts  the  Senate  amendment  ap- 
proach, (with  the  exception  of  item  six  above)  and  permits  employ- 
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ees  under  CSRS  to  transfer  into  the  new  system.  Generally,  an 
election  to  transfer  may  not  be  made  prior  to  July  1,  1987,  nor 
after  December  31,  1987. 

Individuals  covered  by  CSRS  only  may  transfer  to  the  new  plan. 
Those  individuals  covered  by  CSRS  on  December  31,  1983,  but  who 
were  subsequently  covered  by  Social  Security  may  transfer  into  the 
new  plan.  Those  individuals  who  performed  5  years  of  civilian  serv- 
ice creditable  under  CSRS,  who  separated  and  who  later  were  re- 
hired subject  to  Social  Security  may  transfer  into  the  new  plan 
during  the  later  of  the  six-month  period  following  reemployment  or 
the  six-month  election  period  described  above.  Reemployed  annu- 
itants retired  under  CSRS  may  transfer  into  the  new  plan. 

Rules  applicable  to  transfer  regarding  creditability  of  service, 
vesting,  average  pay,  and  disability  benefits  are  essentially  the 
same  as  under  the  Senate  amendment.  New  rules  include: 

(1)  Military  service  performed  before  the  effective  date  of  the 
transfer  generally  is  not  creditable  under  FERS  except  in  deter- 
mining eligibility  for  benefits. 

(2)  Cost-of-living  adjustments  for  the  portion  of  the  annuity 
earned  before  the  transfer  will  be  under  the  CSRS  formula;  the 
portion  earned  after  the  transfer  will  be  under  the  FERS  formula. 
COLAs  for  children's  benefits  will  be  under  the  FERS  formula. 

(3)  Sick  leave  credited  as  service  for  benefit  computation  pur- 
poses under  CSRS  will  be  the  number  of  days  credited  at  the  time 
of  transfer  or  the  date  if  retirement,  whichever  is  less. 

(4)  A  supplement  for  retirees  with  30  years  of  service  who  are  be- 
tween age  55  and  62  is  computed  on  service  after  the  date  of  the 
transfer. 

(5)  A  transfer  election  is  effective  with  the  first  pay  period  begin- 
ning after  the  date  of  election  and  is  irrevocable. 

(6)  An  individual  who  elects  to  transfer  and  who  has  a  former 
spouse  entitled  to  CSRS  benefits  based  on  a  court  order  or  court- 
approved  property  settlement  must  have  the  written  consent  of  the 
former  spouse  before  the  election  can  be  effective. 

(7)  Service  in  CSRS  is  counted  for  purposes  of  survivor  benefits 
under  FERS.  Survivor  benefits  are  paid  only  under  FERS. 

The  conferees  agreed  that  individuals  with  at  least  5  years  cred- 
itable service  in  CSRS  who  return  after  more  than  a  one  year 
break  in  service  should  retain  entitlement  to  CSRS  benefits  unless 
they  elect  to  be  covered  by  FERS  benefits. 

Finally,  the  conference  agreement  provides  that  anyone  who 
transfers  into  the  new  plan  will  be  covered  by  Social  Security  pro- 
spectively. 

Interim  Employees 

The  Senate  amendment  provides  that  individuals  hired  or  re- 
hired after  1983  and  who  were  covered  by  the  Federal  Employees' 
Retirement  Contribution  Temporary  Adjustment  Act  of  1983  re- 
ceive service  credit  in  the  new  plan  beginning  on  the  date  of  such 
hiring  or  rehiring.  CSRS  retirement  contributions  made  by  these 
individuals,  together  with  a  Government  contribution  and  interest 
on  both,  are  used  to  establish  a  thrift  savings  account  for  the  indi- 
vidual. 
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The  House  bill  has  no  comparable  provision. 

The  House  committee  bill  provides  that  (1)  individuals  covered  by 
both  CSRS  and  Social  Security,  and  (2)  individuals  reemployed 
after  more  than  a  one  year  break  in  service  who  have  at  least  five 
years  of  civilian  service  covered  by  CSRS  are  credited  under  the 
CSRS  with  covered  interim  service  without  additional  deposit  re- 
quirements. These  individuals  remain  under  revised  CSRS  benefit 
and  contribution  formulas. 

Employees  hired  during  the  interim  period  or  rehired  with  less 
than  5  years  service  are  given  service  credit  in  the  new  plan  for  all 
service  under  CSRS  or  the  interim  system,  without  regard  to  depos- 
it requirements. 

The  conference  agreement  essentially  adopts  the  provisions  of 
the  House  committee  bill  relating  to  individuals  covered  by  both 
CSRS  and  Social  Security  and  those  individuals  vested  in  CSRS 
and  rehired  during  the  interim  period.  They  remain  under  CSRS 
under  revised  benefit  and  contribution  formulas.  Those  employees 
hired  during  the  interim  period  or  rehired  with  less  than  5  years 
civilian  service  are  given  service  credit  in  the  new  plan  but  an  ap- 
propriate deposit  is  required  if  that  service  is  not  covered  by  contri- 
butions. In  addition,  the  Government  will  deposit  in  the  Thrift  Sav- 
ings Fund  on  behalf  of  those  employees  1  percent  of  basic  pay  paid 
during  periods  of  employment  under  the  interim  system  (with  in- 
terest). 

Treatment  of  Certain  Individuals  Covered  Under  CSRS  and 

Social  Security 

The  Senate  amendment  provides  that  individuals  employed  con- 
tinuously since  December  31,  1983,  who  were  covered  by  Social  Se- 
curity, retain  coverage  under  CSRS  under  a  revised  formula.  These 
employees  include  Members  of  Congress  and  political  appointees  at 
the  Senior  Executive  Service  level  and  above. 

The  House  committee  bill  provided  similar  treatment  for  those 
employees  covered  by  the  Senate  amendment  as  well  as  employees 
rehired  subject  to  Social  Security  who  were  vested  in  CSRS. 

The  conference  agreement  adopts  the  House  provisions.  The  af- 
fected employees  will  be  covered  under  both  CSRS  and  Social  Secu- 
rity. They  will  pay  the  full  OASDI  tax  and  a  reduced  contribution 
to  the  Civil  Service  Retirement  Fund.  The  reduced  contribution 
will  be  an  amount  equal  to  the  difference  between  the  full  CSRS 
contribution  applicable  to  the  covered  employee  and  OASDI  tax. 

These  employees  will  be  entitled  to  full  Social  Security  benefits 
and  a  reduced  Civil  Service  annuity.  The  Civil  Service  annuity  will 
be  reduced  by  the  amount  of  the  Social  Security  benefit  attributa- 
ble to  Federal  service. 

Service  during  the  interim  period  is  creditable  in  the  same 
manner.  Employees  who  contributed  the  full  CSRS  amount  during 
the  interim  period  will  be  refunded  the  difference  between  the 
amount  they  contributed  and  the  offset  amount.  Those  employees 
who  were  permitted  to  make  full  contributions  to  both  plans  may 
continue  to  do  so,  thereby  avoiding  the  offset  provisions. 
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Extension  of  Federal  Employees'  Retirement  Contribution 
Temporary  Adjustment  Act  of  1983 

The  Senate  amendment  extends  the  provisions  of  the  Act  until 
January  1,  1987,  thereby  extending  the  interim  retirement  system 
until  that  date. 

Neither  the  House  bill  nor  the  House  committee  bill  has  a  com- 
parable provision. 

The  Federal  Employees'  Retirement  Contribution  Temporary  Ad- 
justment Act  of  1983,  as  enacted,  was  to  expire  on  December  31, 
1985.  Its  life  was  extended  until  April  30,  1986,  by  section  147  of 
Public  Law  99-190.  The  Act  did  expire  on  April  30  thereby  requir- 
ing increased  retirement  contributions  by  those  Federal  employees 
subject  to  Social  Security. 

The  conference  agreement  retroactively  extends  the  Act  from 
April  30,  1986,  until  December  31,  1986,  at  which  time  the  new 
Federal  Employees'  Retirement  System  takes  effect.  It  further  au- 
thorizes refunds  of  excess  retirement  contributions  required  be- 
tween April  30,  1986,  and  the  date  of  the  enactment  of  the  confer- 
ence agreement. 

Authorization,  Application,  and  Effective  Dates 

The  Senate  amendment  provides  for  payment  of  the  fiscal  year 
1986  and  1987  expenses  of  the  Federal  Retirement  Thrift  Invest- 
ment Board  for  appropriations,  authorizes  a  $1  million  appropria- 
tion for  OPM  to  perform  required  informational  activities,  and 
makes  the  FERS  effective  Janaury  1,  1987,  except  for  the  thrift 
management  system,  which  is  effective  on  date  of  enactment,  and 
the  thrift  loan  program,  which  must  be  established  by  January  1, 
1988. 

The  House  bill  has  no  comparable  provision. 

The  House  committee  bill  has  provisions  comparable  to  the 
Senate  amendment  regarding  payment  of  thrift  fund  administra- 
tive start  up  costs  and  effective  dates.  It  does  not  authorize  an  ap- 
propriation for  informational  activities.  It  provides  that  for  pur- 
poses of  the  first  cost-of-living  adjustment  under  the  new  retire- 
ment system,  the  base  quarter  ending  on  September  30,  1986,  shall 
be  considered  to  have  been  the  base  quarter  for  a  year  in  which  a 
cost-of-living  adjustment  under  such  system  was  made. 

The  conference  agreement  adopts  the  House  committee  bill  pro- 
visions. 

Disclosure  of  Return  Information 

Under  current  law,  section  6103  of  the  Internal  Revenue  Code 
provides  that  income  tax  returns  and  return  information  shall  be 
confidential  except  for  certain  limited  cases  specifically  set  forth  in 
that  section. 

The  Senate  amendment  provides  that  the  Office  of  Personnel 
Management  shall  have  access  to  any  information  in  the  possession 
of  any  government  agency  that  is  necessary  for  administration  of 
the  retirement  system. 

The  conference  agreement  provides  that  the  Commissioner  of 
Social  Security  will  disclose  to  the  Office  of  Personnel  Management 
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return  information  concerning  net  earnings  from  self-employment, 
wages,  and  payments  of  retirement  income  that  have  been  dis- 
closed to  the  Social  Security  Administration  (SSA)  under  IRC  sec- 
tion 6103.  Only  that  information  which  is  strictly  necessary  for  the 
administration  of  the  retirement  system  as  provided  in  chapters  83 
and  84  of  title  5,  United  States  Code  may  be  disclosed  under  this 
section,  and  only  according  to  written  agreement  between  SSA  and 
OPM,  with  such  consultation  with  the  Department  of  the  Treasury 
as  may  be  necessary. 

The  conference  agreement  also  provides  for  reimbursement  to 
the  Social  Security  Administration  (through  the  Department  of 
Health  and  Human  Services)  for  the  costs  of  providing  return  in- 
formation, as  well  as  for  the  costs  of  providing  any  other  informa- 
tion, such  as  hypothetical  benefit  computations,  that  may  be  re- 
quired under  agreements  between  Social  Security  Administration 
and  the  Office  of  Personnel  Management. 


FOREIGN  SERVICE  RETIREMENT 

Title  IV  of  the  bill  establishes  a  Foreign  Service  Pension  System 
(FSPS)  to  provide  retirement  benefits  for  members  of  the  Foreign 
Service  appointed  after  1983.  FSPS  parallels  the  Federal  Employ- 
ees' Retirement  System  (FERS)  established  by  Title  I  of  the  bill  for 
newly  appointed  Civil  Service  employees. 

Members  of  the  Foreign  Service  who  are  or  who  become  partici- 
pants in  FSPS  are  made  subject  to  all  the  provisions  in  chapter  84 
of  title  5,  United  States  Code.  Code  (FERS)  unless  specifically  pro- 
vided otherwise  in  title  IV  of  the  bill.  Different  treatment  for  the 
Foreign  Service  is  provided  to  permit  continued  operation  of  its 
special  personnel  system  with  its  up-or-out  and  rank-in  person 
rather  than  rank-in-position  features  and  continued  administration 
of  the  system  by  the  Secretary  of  State.  The  special  features  incor- 
pated  in  the  FSPS  are  comparable  to  the  special  features  in  the 
FERS  for  personnel  also  eligible  for  age  50  retirement  such  as  law 
enforcement,  firefighter  and  air  traffic  controller  personnel. 

Senate  Amendment 

The  Senate  amendment  established  a  Foreign  Service  Pension 
System  (FSPS).  The  new  System  would  provide  retirement  benefits 
for  members  appointed  after  1983,  and  is  very  similar  to  the  Feder- 
al Employees'  Retirement  System  (FERS)  established  by  the  bill  for 
new  appointees  in  the  Civil  Service  after  1983.  All  Foreign  Service 
members  who  become  participants  in  the  FSPS  would  be  subject  to 
all  provisions  of  the  comparable  FERS  unless  specifically  provided 
otherwise  by  law.  All  the  exceptions  are  stated  in  the  Senate 
amendment. 

The  Foreign  Service  (FS)  has  always  had  its  own  retirement 
system  separate  from  the  Civil  Service  Retirement  System.  The 
basic  reason  for  this  is  that  the  FS  needs  special  provisions  for 
early  retirement  to  permit  operation  of  its  up-or-out  personnel 
system.  A  number  of  FS  members  are  mandatorily  retired  every 
year  to  permit  advancement  of  the  more  competitive  and  most  able 
personnel.  This  system  was  endorsed  and  expanded  by  the  Foreign 
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Service  Act  of  1980.  The  special  provisions  are  also  necessary  to 
permit  the  early  retirement  of  members  who,  for  various  reasons, 
are  no  longer  able  to  serve  abroad  after  completing  a  career  in  dan- 
gerous and  difficult  environments. 

The  FSPS  proposed  in  the  Senate  amendment  would  preserve 
the  early  retirement  and  other  special  features  needed  by  the  FS. 
It  would  permit  members  to  retire  voluntarily  at  age  50  with  20  or 
more  years  of  service  with  the  same  benefit  as  provided  for  special 
category  personnel  such  as  law  enforcement,  firefighter,  and  air 
traffic  controller  personnel.  The  system  would  permit  FS  members 
who  are  retired  mandatorily  at  an  early  age  to  receive  the  "mid- 
tier"  benefit  based  on  high- 5  salary  without  penalty  for  early  re- 
tirement. The  third  basic  special  provision  would  provide  an  annu- 
ity supplement  equivalent  to  a  Social  Security  benefit  from  the 
date  of  retirement  to  age  62  when  the  annuitant  would  be  eligible 
for  the  actual  Social  Security  benefit.  This  annuity  supplement 
would  be  based  on  all  creditable  service. 

A  detailed  analysis  of  the  Senate  amendment  follows: 

Title  V  of  the  Senate  amendment  consisted  of  7  sections: 

Section  501  amends  chapter  8  of  the  FSA  of  1980  which  contains 
the  authority  for  the  existing  Foreign  Service  Retirement  and  Dis- 
ability System  (FSRDS),  to  designate  the  existing  portion  as  *  'Sub- 
chapter I"  and  to  make  conforming  amendments  to  change  the 
word  "chapter"  wherever  it  appears  in  chapter  8  to  "subchapter", 
and  "act"  to  "subchapter"  in  certain  cases. 

Section  502  amends  section  805  of  the  Foreign  Service  Act  of 
1908,  relating  to  deductions  from  a  participant's  pay  for  Foreign 
Service  Retirement  and  Disability  System  (FSRDS)  coverage.  An 
employee  who  was  covered  by  the  FSRDS  on  December  31,  1983, 
and  who  was  subsequently  covered  by  Social  Security  will  continue 
in  the  FSRDS  at  a  reduced  contribution.  The  contribution  to 
FSRDS  will  be  equal  to  the  excess  of  the  employee's  normal  FSRDS 
contribution  over  the  OASDI  portion  of  the  Social  Security  tax. 

Section  503  amends  section  806  to  require  that  annuities  of  retir- 
ees and  survivors  under  the  current  FSRDS  who  are  entitled  to 
Social  Security  benefits  for  Federal  service  have  their  annuities  re- 
duced at  age  62  in  a  manner  comparable  to  the  amendment  to  5 
U.S.C.  8339(o)  made  by  the  Senate  amendment. 

Section  504  amends  existing  section  823  which  deals  with  retire- 
ment benefits  of  retired  FS  members  who  are  recalled  to  active 
duty.  The  amendment  provides  that  members  who  are  recalled  in 
the  future  and  whose  recall  service  comes  under  the  new  FS  Pen- 
sion System  will  receive  the  same  benefits  as  reemployed  annu- 
itants. 

Section  505  restates  existing  section  834  which  concerns  reem- 
ployed annuitants.  The  FS  has  long  had  a  distinctive  rule  on  reem- 
ployed annuitants  to  permit  use  of  retired  members  who  are 
uniquely  qualified  to  perform  certain  essential  tasks.  This  amend- 
ment recognizes  that  some  reemployed  annuitants  will  have  an  an- 
nuity under  both  the  new  and  old  systems.  It  also  recognizes  that  it 
would  be  difficult  or  inappropriate  to  recompute  a  FS^  annuity  fol- 
lowing employment  under  the  new  Federal  Employees'  Retirement 
System.  Accordingly,  the  amendment  proposes,  in  such  situations, 
to  provide  an  additional  annuity  computed  under  Subchapter  B, 
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based  on  salary  and  service  during  reemployment  in  lieu  of  recom- 
putation.  Section  506  amends  section  827  to  extend  the  existing 
"Executive  Order' '  procedure  for  maintaining  conformity  between 
the  CS  and  FS  retirement  systems  to  the  new  FERS  and  FSPS. 

Section  507  is  the  major  substantive  amendment.  It  establishes 
as  subchapter  II  of  chapter  8  of  the  Foreign  Service  Act  of  1980, 
the  FSPS.  Section  851  of  the  new  subchapter  provides  that  partici- 
pants in  the  new  FSPS  shall  be  subject  to  all  provisions  in  chapter 
84  of  title  5,  United  States  Code  governing  FERS  except  where  oth- 
erwise specifically  provided  by  law. 

Section  852  provides  definitions  of  the  following  terms:  Annuity, 
dynamic  assumption,  Fund,  normal  cost,  participant,  supplemental 
liability,  and  System. 

Section  853  provides  that  all  members  of  the  FS  whose  service 
after  1983  brings  them  under  Social  Security  and  who  would,  save 
for  this  section,  be  participants  in  the  FSRDS,  shall  be  participants 
in  the  FSPS. 

Section  854  provides  special  rules  governing  entitlement  to  annu- 
ity under  FSPS.  Any  entitlement  or  requirement  not  mentioned 
here  would  automatically,  pursuant  to  section  851,  be  governed  by 
chapter  84  of  title  5,  United  States  Code. 

Subsection  854(a)  provides  that  members  retiring  voluntarily  or 
mandatorily  under  the  conditions  of  existing  sections  607,  608,  811 
or  813  receive  an  annuity  computed  under  proposed  new  section 
8413  applicable  to  "special  category"  personnel  in  the  Civil  Service. 

Subsection  854(b)  provides  that  those  retired  under  subsection  (a) 
above,  will  be  entitled  to  an  annuity  supplement  from  the  effective 
date  of  retirement  to  age  62  based  on  total  creditable  service  of  the 
member  and  computed  under  section  8413(b)  of  title  5. 

Subsection  854(c)  makes  participants  in  the  new  system  subject 
to  existing  provisions  for  voluntary  and  mandatory  retirement  of 
existing  sections  811,  812  and  813. 

Subsection  854(d)  carries  forward  to  the  new  system  the  provision 
denying  pension  benefits  to  a  member  separated  on  grounds  of  dis- 
loyalty to  the  United  States. 

Section  855  along  with  the  definition  of  "Fund"  in  section  852 
provide  that  all  monies  to  finance  the  System  shall  be  paid  into  the 
exsiting  Foreign  Service  Retirement  Fund  and  benefits  paid  out  of 
that  fund.  Financing  arrangements  would  exactly  parallel  those  for 
the  FERS,  except  that  the  Department  of  Treasury  would  provide 
actuarial  services  for  the  FSPS,  as  at  present  with  respect  to  the 
FSRDS. 

Section  856  provides  that  the  Secretary  of  State  in  consultation 
with  the  Medical  Director  of  the  Foreign  Service,  rather  than  an 
administrator  of  benefits  under  chapter  84,  of  title  5,  United  States 
Code,  shall  make  determinations  of  disability  as  affected  by  fitness 
for  overseas  service  for  purposes  of  subchapter  V  of  such  chapter 
84. 

Section  857  provides  that  the  Secretary  of  State  shall  administer 
the  FSPS  exclusive  of  matters  pertaining  to  Disability  and  the 
Thrift  Savings  Plan.  These  would  be  administered  in  accordance 
with  subchapters  II,  V  and  VIII,  chapter  84  of  title  5,  United  States 
Code,  except  as  provided  in  section  856,  as  explained  above. 
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Section  858  provides  for  transition  from  the  old  system  to  the 
new.  The  transition  provisions  are  comparable  to  those  applicable 
to  CSRS  employees. 

Section  859  provides  that  references  in  certain  paragraphs  of  the 
Senate  amendment  to  participation  in  the  Federal  Employees'  Re- 
tirement System  shall  be  deemed  to  include  participation  in  the 
Foreign  Service  Pension  system. 

Conference  Agreement 

Title  IV  of  the  conference  agreement  follows  the  Senate  amend- 
ment with  minor  or  conforming  changes  except  that  provisions 
under  title  I  relating  to  law  enforcement  officers  are  generally  ap- 
plicable and  except  as  noted  below: 

Definition  of  court 

Section  403  of  the  conference  agreement  revises  the  definition  of 
"court"  in  the  Foreign  Service  Act  to  make  it  comparable  to  the 
definition  added  to  chapter  83  of  title  5  by  P.L.  98-615.  The  revised 
definition  permits  the  recognition  of  orders  by  territorial  and 
Indian  courts  affecting  the  payment  of  retirement  and  survivor 
benefits  to  former  spouses. 

18-month  period  to  elect  survivor  annuity 

Section  407  of  the  conference  agreement  amends  the  Foreign 
Service  Act  to  grant  annuitants  under  the  existing  Foreign  Service 
Retirement  and  Disability  System  an  18-month  grace  period  to 
elect  or  increase  a  survivor  benefit  for  a  spouse  to  whom  married 
at  retirement.  This  amendment  is  comparable  to  an  amendment  of 
chapter  83  of  title  5  by  P.L.  99-251. 

Alternate  forms  of  annuities 

Section  408  of  the  conference  agreement  amends  the  Foreign 
Service  Act  to  provide  participants  in  the  existing  Foreign  Service 
Retirement  and  Disability  System  alternate  forms  of  annuities  ac- 
tuarially equivalent  to  whole  life  annuities  now  provided.  This 
amendment  is  comparable  to  the  amendment  to  chapter  83  of  title 
5  made  by  section  204  of  the  conference  agreement. 

Moderation  of  remarriage  penalty 

Section  412  of  the  conference  agreement  amends  the  Foreign 
Service  Act  retroactively  to  November  8,  1984  to  moderate  the  re- 
marriage penalty  affecting  former  spouses,  surviving  spouses  and 
former  spouses  of  members  of  the  Foreign  Service.  The  amendment 
permits  continuation  of  benefits  or  retention  of  entitlement  to  ben- 
efits if  a  remarriage  occurs  on  or  after  age  55  rather  than  age  60  as 
at  present.  The  amendment  is  comparable  to  the  amendment  made 
to  chapter  83  of  title  5  by  P.L.  98-615  effective  November  8,  1984. 

Former  spouses 

Sections  861  and  862  being  added  to  the  Foreign  Service  Act  by 
section  415  of  the  conference  agreement  as  a  part  of  the  new  For- 
eign Service  Pension  System  conform  that  System  with  existing 
provisions  on  former  spouses  added  to  the  Foreign  Service  Retire- 
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ment  and  Disabilities  System  by  the  landmark  Foreign  Service  Act 
of  1980.  These  sections  do  two  basic  things:  first,  with  respect  to 
certain  former  spouses,  section  861  mandates  a  pro-rata  share  divi- 
sion of  retirement  and  survivor  benefits  when  a  different  distribu- 
tion has  not  been  ordered  or  approved  by  a  court  or  agreed  to  by 
the  parties.  Secondly,  section  862  authorizes  a  participant  in  the 
new  System  to  "contract"  with  his  or  her  spouse  or  former  spouse 
on  a  mutually  agreed  upon  distribution  of  benefits  under  the 
System.  The  purpose  of  section  862  is  to  allow  the  parties  to  ar- 
range for  a  mutually  agreed  upon  distribution  of  retirement  bene- 
fits without  going  to  court. 

Section  861  would  apply  only  to  a  former  spouse  married  to  a 
participant  during  10  years  of  creditable  service  with  at  least  5  of 
those  years  occurring  while  the  participant  was  an  active  member 
of  the  Foreign  Service.  This  is  comparable  to  the  10-year  marriage 
requirement  now  in  chapter  8  of  the  Foreign  Service  Act.  Distribu- 
tions under  the  Foreign  Service  Pension  System  to  former  spouses 
other  than  pro-rata  share  distributions  under  section  861  will  be 
governed  by  provisions  in  chapter  84  of  title  5  applicable  to  former 
spouses  of  employees  under  the  Federal  Employees'  Retirement 
System.  Those  benefits  will  be  available  to  former  spouses  as  de- 
fined in  that  chapter:  married  9  months  to  an  individual  with  18 
months  of  civilian  service  credit. 

Subsection  861(d)  covers  the  situaton  where  a  member  becomes 
entitled  to  benefits  under  both  the  Foreign  Service  Retirement  and 
Disability  System  and  the  Foreign  Service  Pension  System  and  has 
a  former  spouse  at  the  time  of  transfer  to  the  latter  System.  In  the 
common  situation  where  benefits  are  apportioned  pursuant  to  a 
court  order  or  spousal  agreement,  the  intent  may  be  to  provide  a 
pro-rata  share  distribution  but  the  language  of  the  instrument  may 
base  the  share  on  length  of  the  marriage  during  service  creditable 
only  under  the  Retirement  System,  and  not  under  the  Pension 
System.  This  will  provide  an  especially  large  share  of  the  Retire- 
ment System  benefits.  If  such  an  order  or  spousal  agreement  is  not 
amended,  it  would  not  be  fair  to  provide,  under  this  section,  an  ad- 
ditional pro-rata  share  of  pension  system  benefits  to  the  former 
spouse.  The  purpose  of  subsection  (d)  is  to  prohibit  this  possibility. 

Similarly,  in  the  case  where  a  former  spouse  is  entitled  to  a  pro- 
rata share  of  Retirement  System  benefits  based  on  years  married 
during  the  entire  Government  career,  it  would  be  unfair  not  to  pro- 
vide the  former  spouse  the  same  share  of  Pension  System  benefits. 
Subsection  (d)  serves  this  purpose.  A  related  amendment  is  made  to 
existing  sections  of  the  Act  by  section  404  of  the  conference  agree- 
ment. The  purpose  is  to  assure  that  two  former  spouses  married  for 
the  same  period  to  members  who  have  identical  careers,  one  of 
whom  transfers  to  the  new  Pension  System  and  the  other  remains 
under  the  old  Retirement  System,  will  each  receive  the  same  share 
of  benefits  under  this  chapter,  if  payments  are  based  on  pro  rata 
share  distributions. 
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CENTRAL  INTELLIGENCE  AGENCY  RETIREMENT 

Title  V  of  the  conference  agreeement  addresses  federal  employee 
retirement  benefits  for  officers  and  employees  of  the  Central  Intel- 
ligence Agency  (CIA).  One  section  of  Title  V  also  addresses  a  relat- 
ed matter  involving  very  limited  numbers  of  National  Security 
Agency  (NSA)  employees  and  Defense  Intelligence  Agency  (DIA) 
employees. 

After  enactment  of  the  Federal  Employees'  Retirement  System 
Act  of  1986,  employees  of  the  Central  Intelligence  Agency  will  gen- 
erally fall  into  four  basic  categories,  each  with  differing  retirement 
benefits  and  obligations: 

(1)  CSRS  participants. — Most  Central  Intelligence  Agency  em- 
ployees whose  federal  service  began  before  December  31,  1983  par- 
ticipate in  the  Civil  Service  Retirement  System  maintained  under 
subchapter  III  of  chapter  83  of  title  5,  United  States  Code.  These 
CIA  employees  enjoy  the  same  benefits  as  federal  employees  in 
other  agencies  who  participate  in  the  Civil  Service  Retirement 
System. 

(2)  CIARDS  participants. — In  1964,  Congress  enacted  the  Central 
Intelligence  Agency  Retirement  Act  of  1964  for  Certain  Employees 
(50  U.S.C.  403  note)  to  establish  a  CIA  Retirement  and  Disability 
System  (CIARDS)  for  CIA  employees  whose  duties  are  "(i)  in  sup- 
port of  Agency  activities  abroad  hazardous  to  life  or  health  or  (ii) 
so  specialized  because  of  security  requirements  as  to  be  clearly  dis- 
tinguishable from  normal  government  employment"  (Sec.  203  CIA, 
Retirement  Act).  The  CIA  employees  participating  in  the  CIARDS 
receive  retirement  benefits  superior  to  those  provided  generally  by 
the  CSRS,  benefitting  in  particular  from  a  higher  annual  pension 
accrual  rate  and  an  option  for  early  retirement.  The  group  of 
CIARDS  participants  will  consist  of  CIA  employees  whose  federal 
service  began  prior  to  December  31,  1983  who  are,  or  who  will 
become  eligible  (whether  before,  on  or  after  December  31,  1983),  to 
participate  in  CIARDS  in  accordance  with  the  CIA  Retirement  Act 
and  implementing  regulations. 

(3)  FERS  regular  participants.— Central  Intelligence  Agency  em- 
ployees whose  federal  service  began  after  December  31,  1983  will 
participate  in  the  Federal  Employees'  Retirement  System  (FERS) 
established  under  the  new  chapter  84  of  title  5,  United  States  Code. 
Unless  they  fall  within  the  special  category  of  CIA  employees  who 
qualify  for  FERS  treatment  equivalent  to  that  accorded  law  en- 
forcement officers,  the  CIA  employees  covered  by  the  FERS  will 
incur  the  same  obligations  and  receive  the  same  benefits  as  do 
most  federal  employees  covered  by  the  FERS. 

(4)  FERS  section  203  criteria  participants.— The  CIA  employees 
whose  federal  service  began  after  December  31,  1983  (and  who 
therefore  participate  in  the  FERS)  and  who  meet  the  criteria  pre- 
scribed under  section  203  of  the  CIA  Retirement  Act,  namely  that 
their  CIA  duties  are  "(i)  in  support  of  Agency  activities  abroad  haz- 
ardous to  life  or  health  or  (ii)  so  specialized  because  of  security  re- 
quirements as  to  be  clearly  distinguishable  from  normal  govern- 
ment employment,"  will  incur  the  same  obligations  and  receive  the 
same  benefits  as  do  federal  employees  covered  by  the  FERS  who 
are  law  enforcement  officers.  The  FERS  accords  preferential  bene- 
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fits  to  law  enforcement  officers  in  comparison  to  most  other  types 
of  federal  employees,  and  thus  CIA's  FERS  section  203  criteria  par- 
ticipants will  receive  preferential  benefits  in  comparison  to  CIA 
FERS  regular  participants. 

The  conferees  agreed  that,  to  improve  the  security  of  intelligence 
sources,  methods  and  activities,  the  CIA  should  administer  all  fed- 
eral retirement  systems  as  they  apply  to  CIA  officers  and  employ- 
ees. The  conference  agreement  provides  for  such  CIA  administra- 
tion. Providing  for  CIA  administration  of  retirement  systems  as 
they  apply  to  CIA  employees  reduces  unnecessary  dissemination 
within  the  government  of  intelligence  personnel  information,  im- 
proving security.  The  administration  of  the  retirement  systems  by 
CIA  as  to  CIA  employees  will  not  differ  substantively  from  OPM 
administration  of  such  systems  with  respect  to  other  federal  em- 
ployees. The  benefits  and  obligations  of  CIA  employees  and  non- 
CIA  employees  within  a  retirement  system  will  not  differ;  only  the 
agencies  administering  the  sytem  as  to  those  employees  will  differ. 
As  a  result  of  provisions  of  the  conference  agreement  providing  for 
CIA  administration  of  the  CSRS  and  the  FERS  with  respect  to  CIA 
employees,  all  aspects  of  retirement  system  administration  with 
regard  to  CIA  employees  will  remain  completely  within  the  CIA, 
except  for  Merit  Systems  Protection  Board  and  federal  court 
review  of  certain  adverse  retirement  decisions  made  by  the  DCI 
with  respect  to  CIA  CSRS  and  regular  FERS  employees.  The  con- 
ferees expect  the  MSPB  and  the  federal  courts  to  conduct  such  pro- 
ceedings in  a  manner  consistent  with  the  protection  of  intelligence 
sources,  methods  and  activities.  The  conferees  also  expect  close  co- 
operation among  OPM,  the  Executive  Director  of  the  Thrift  Invest- 
ment Board,  and  the  DCI  to  ensure  both  uniform  administration  of 
federal  retirement  systems  and  the  protection  of  intelligence 
sources,  method  and  activities,  particularly  as  the  conference 
agreement  provides  for  OPM  and  Executive  Director,  Thrift  Invest- 
ment Board  inspection  and  audit  of  CIA-related  disbursements 
from  the  Civil  Service  Retirement  and  Disability  Fund  and  the 
Thrift  Savings  Plan. 

The  DCI  must  submit  all  retirement  regulations  he  issues  to  the 
intelligence  committees  of  the  Congress  before  the  regulations  take 
effect. 

Section-by-Section  Explanation 

Title  V  of  the  conference  agreement  addresses  Central  Intelli- 
gence Agency  retirement  and  related  matters.  Title  V  consists  of 
sections  501  through  506  amending  the  Central  Intelligence  Agency 
Retirement  Act  of  1964  for  Certain  Employees  and  title  5  of  the 
United  States  Code  and  section  507  making  related  changes. 

Section  501:  References 

Section  501  of  the  conference  agreement  amends  the  CIA  Retire- 
ment Act  of  1964. 

Section  501(1)  amends  section  201(c)  of  the  CIA  Retirement  Act  to 
make  clear  that  the  provisions  of  section  201(c),  which  provide  for 
the  finality  and  unreviewability  of  DCI  administration  of  the  CIA 
Retirement  Act,  do  not  override  the  provision  of  section  305(d)  of 


153 


the  CIA  Retirement  Act  (added  by  section  506  of  the  conference 
agreement)  which  permits  CIA  regular  FERS  employees  to  appeal 
certain  adverse  retirement  determinations  made  by  the  DCI  to  the 
Merit  Systems  Protection  Board  and  the  federal  courts  in  accord- 
ance with  section  8461(e)  of  title  5  (as  added  by  section  101  of  the 
conference  agreement). 

Section  501(2)  replaces  the  phrase  "this  Act"  each  place  it  ap- 
pears in  Title  II  of  the  CIA  Retirement  Act  with  the  phrase  "this 
title"  (except  in  two  specified  sections),  which  is  necessitated  by  the 
addition  of  a  new  Title  III  to  the  CIA  Retirement  Act  by  section 
506  of  the  conference  agreement. 

Section  501(3)  inserts  the  phrase  "under  this  title"  in  Title  II  of 
the  CIA  Retirement  Act  after  the  phrase  "payable  from  the  fund" 
(meaning  the  CIA  Retirement  and  Disability  Fund)  each  place  it 
appears  in  the  title,  which  is  necessitated  by  the  addition  of  a  new 
Title  III  to  the  CIA  Retirement  Act  by  section  506  of  the  conference 
agreement. 

Section  502:  Contributions  to  the  CIA  retirement  and  disability 
system 

Section  502  of  the  conference  agreement  amends  section  211  of 
the  CIA  Retirement  Act  of  1964. 

Section  502(1)  amends  section  211  of  the  CIA  Retirement  Act  to 
provide  for  an  exception  from  the  CIARDS  contribution  require- 
ment of  seven  percent  of  basic  salary  contained  in  section  211(a)  for 
participants  described  in  new  section  211(d)  of  the  CIA  Retirement 
Act  as  added  by  section  502(2)  of  the  conference  agreement. 

Section  502(2)  adds  to  section  211  of  the  CIA  Retirement  Act  a 
new  subsection  (d)  providing  for  contributions  to  the  CIA  Retire- 
ment and  Disability  Fund  by  CIARDS  participants  subject  to  title 
II  of  the  CIA  Retirement  Act  before  January  1,  1984,  whose  service 
is  employment  for  purposes  of  Title  II  of  the  Social  Security  Act 
and  the  social  security  tax  provisions  of  the  Internal  Revenue  Code 
but  whose  service  is  not  creditable  service  under  the  new  Federal 
Employee  Retirement  System.  Such  individuals  would  be  CIARDS 
annuitants  (who  were  participants  before  January  1,  1984)  who  are 
recalled  to  service  after  a  one  year  break  in  service,  political  ap- 
pointees, or  individuals  described  in  section  301(c)(1)  of  the  CIA  Re- 
tirement Act.  The  conferees  intend  that  this  provision  not  apply  to 
any  individuals  other  than  individuals  who  fall  within  one  of  these 
categories.  The  contribution  due  to  the  CIA  Retirement  and  Dis- 
ability Fund  from  such  an  individual  is  equal  to  seven  percent  of 
basic  pay,  less  the  amount  of  social  security  taxes  deducted  and 
withheld  from  basic  pay. 

Section  503:  Offset  of  annuity  by  amount  of  social  security  benefits 

Section  503  of  the  conference  agreement  amends  section  221  of 
the  CIA  Retirement  Act  of  1964  by  adding  a  new  section  221(p). 
Section  221(p)  provides  that  the  annuity  payable  under  CIARDS  to 
an  individual  described  in  section  301(c)(1)  of  the  CIA  Retirement 
Act  (as  added  by  section  506  of  the  conference  agreement)  shall  be 
offset  by  the  amount  of  the  individual's  Social  Security  benefits,  in 
the  manner  provided  by  section  8349  of  title  5,  United  States  Code 
(as  added  by  section  201(b)  of  the  conference  agreement).  An  indi- 
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vidual  described  in  section  301(c)(1)  of  the  CIA  Retirement  Act  is 
one  who  separates,  or  has  separated,  from  federal  service  after 
having  been  a  CIA  employee  subject  to  CIARDS  and  having  com- 
pleted at  least  5  years  of  civilian  service  creditable  under  CIARDS. 
The  social  security  offset  under  subsection  221(p)  does  not  apply  to 
the  annuity  of  an  individual  described  in  section  301(c)(1)  who  has 
elected  to  participate  in  the  new  FERS. 

Section  504:  Thrift  Savings  Fund  participation  by  participants  in 
the  CIARDS 

Section  504  of  the  conference  agreement  adds  a  new  section  293 
to  the  CIA  Retirement  Act  of  1964.  Section  293  permits  CIARDS 
participants  to  remain  in  CIARDS  and  to  elect  to  participate  in  the 
Thrift  Savings  Plan  on  the  same  basis  as  CSRS  participants  may 
remain  in  the  CSRS  and  elect  to  participate  in  the  Thrift  Savings 
Plan  under  section  8351  of  title  5,  United  States  Code  (as  added  by 
the  conference  agreement).  Sections  8461  (k)  and  (m)  of  title  5, 
United  States  Code  (as  added  by  the  conference  agreement)  apply 
with  respect  to  contributions  to  the  Thrift  Savings  Plan,  and  result- 
ant earnings,  by  CIA  employees  who  have  elected,  while  remaining 
in  the  CIARDS  or  the  CSRS,  to  participate  in  the  Thrift  Savings 
Plan.  This  ensures  that  the  DCI  will  handle  all  administration  with 
respect  to  CIARDS  and  CSRS  participants  who  have  elected  to  par- 
ticipate in  the  Thrift  Savings  Plan. 

Section  505:  Alternative  forms  of  annuities 

Section  505  of  the  conference  agreement  add  a  new  section  294  to 
the  CIA  Retirement  Act  of  1964  to  authorize  the  DCI  to  provide  by 
regulation  for  alternative  forms  of  annuities  for  CIARDS  partici- 
pants to  elect  upon  retirement.  To  the  maximum  extent  practica- 
ble, the  regulations  and  the  alternative  forms  of  annuities  must 
beet  the  requirements  prescribed  in  section  8343a  of  title  5,  United 
States  Code  (as  added  by  the  conference  agreement).  The  DCI  must 
submit  the  regulations  to  the  intelligence  committees  of  the  Con- 
gress before  they  take  effect. 

Section  506:  Participation  in  the  Federal  Employees'  Retirement 
System 

Section  506  of  the  conference  agreement  enacts  a  new  Title  III  of 
the  CIA  Retirement  Act  of  1964  for  Certain  Employees,  consisting 
of  sections  301-307. 

Section  301  of  the  CIA  Retirement  Act  provides  for  application  to 
certain  CIA  employees  of  the  Federal  Employee  Retirement  System 
established  under  chapter  84  of  title  5,  United  States  Code  (as 
added  by  section  101  of  the  conference  agreement). 

Section  301(a)  provides  that  the  FERS  applies  to  all  Agency  per- 
sonnel any  of  whose  service  after  December  31,  1983  is  employment 
for  purposes  of  Title  II  of  the  Social  Security  Act  and  the  social  se- 
curity tax  provisions  of  the  Internal  Revenue  Code,  except  as  pro- 
vided in  subsections  301  (b)  and  (c). 

Section  301(b)  provides  that  CIARDS  participants  who  were 
CIARDS  participants  on  or  before  December  31,  1983,  and  who 
have  not  had  a  one  year  break  in  service  then,  are  not  subject  to 
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the  FERS,  without  regard  to  whether  they  are  subject  to  Title  II  of 
the  Social  Security  Act. 

Section  301(c)  provides  that  the  FERS  does  not  apply  to  an  indi- 
vidual who  separates,  or  has  separated,  from  federal  service  after 
having  been  a  CIA  employee  subject  to  CIARDS  and  having  com- 
pleted at  least  5  years  of  civilian  service  creditable  under  CIARDS, 
unless  the  individual  elects  to  become  subject  to  the  FERS. 

Section  301(d)  provides  that  the  provisions  of  chapter  84  of  title  5 
(as  added  by  section  101  of  the  conference  agreement),  which  estab- 
lishes the  FERS,  apply  to  CIA  employees  covered  by  the  FERS,  sub- 
ject to  any  exceptions  and  special  rules  provided  in  Title  III  of  the 
CIA  Retirement  Act  with  respect  to  such  CIA  employees. 

Section  302  of  the  CIA  Retirement  Act  provides  special  rules  for 
CIA  FERS  section  203  criteria  employees. 

Section  302(a)  provides  that  CIA  employees  subject  to  the  FERS 
who  are  designated  by  the  DCI  under  the  criteria  prescribed  in  sec- 
tion 203  of  the  CIA  Retirement  Act  shall  be  treated  for  purposes  of 
their  retirement  benefits  and  obligations  under  the  FERS  as  if  they 
were  law  enforcement  officers  as  defined  in  section  8401(17)  of  title 
5,  United  States  Code  (as  added  by  section  101  of  the  conference 
agreement).  The  conferees  emphasize  that  CIA  personnel  are  not 
law  enforcement  officers,  and  indeed,  are  prohibited  by  section 
102(d)(3)  of  the  National  Security  Act  from  exercising  law  enforce- 
ment powers  (except  for  CIA  Security  Protection  Service  personnel 
who  have  law  enforcement  powers  under  section  15  of  the  CIA  Act 
of  1949  within  CIA  installations).  The  CIA  FERS  section  203  crite- 
ria employees  are  merely  to  be  treated  as  if  they  were  law  enforce- 
ment officers  for  purposes  of  determining  their  FERS  retirement 
benefits  and  obligations.  The  criteria  of  section  203  of  the  CIA  Re- 
tirement Act  to  which  the  section  refers  permit  designation  of  CIA 
FERS  employees  for  retirement  treatment  equivalent  to  law  en- 
forcement officers  if  the  CIA  employees'  duties  are  "(i)  in  support 
of  Agency  activities  abroad  hazardous  to  life  or  health  or  (ii)  so  spe- 
cialized because  of  security  requirements  as  to  be  clearly  distin- 
guishable from  normal  government  employment." 

Section  302(b)  provides  that  the  voluntary  retirement  provisions 
applicable  to  CIARDS  participants  under  section  233  of  the  CIA  Re- 
tirement Act  also  apply  to  CIA  FERS  section  203  criteria  employ- 
ees and  that  the  mandatory  retirement  provisions  applicable  to 
CIARDS  participants  under  section  235  of  the  CIA  Retirement  Act 
also  apply  to  CIA  FERS  section  203  criteria  employees,  except  that 
the  applicable  retirement  benefits  are  those  specified  for  such  spe- 
cial category  employees  under  the  FERS  in  chapter  84  of  title  5, 
United  States  Code.  Section  233  of  the  CIA  Retirement  Act  permits 
voluntary  retirement  by  an  employee  who  is  at  least  50  years  of 
age  and  has  rendered  20  years  of  service  provided  the  employee  has 
not  less  than  ten  years  of  Agency  service,  of  which  at  least  five 
years  shall  have  been  service  after  designation,  or  shall  have  been 
service  prior  to  designation  consisting  of  duties  meeting  the  criteria 
prescribed  in  section  203  of  the  CIA  Retirement  Act.  Section  235  of 
the  CIA  Retirement  Act  permits  mandatory  retirement  of  a  desig- 
nated employee  who  has  completed  at  least  25  years  of  service,  or 
who  has  completed  20  years  of  service  and  is  at  least  50  years  of 
age,  provided  such  employee  has  not  less  than  ten  years  of  Agency 
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service,  of  which  at  least  five  years  shall  have  been  service  after 
designation,  or  shall  have  been  service  prior  to  designation  consist- 
ing of  duties  meeting  the  criteria  prescribed  in  section  203  of  the 
CIA  Retirement  Act.  Section  235  also  provides  for  automatic  sepa- 
ration from  the  Agency  at  age  60  of  a  section  203-designated 
Agency  employee  receiving  compensation  at  less  than  the  GS-18 
level  and  for  automatic  separation  of  such  an  employee  at  age  65  if 
such  employee  is  receiving  compensation  at  the  GS-18  level  or 
above,  subject  to  extensions  by  up  to  a  total  of  five  years  by  the 
DCI  when  it  is  in  the  public  interest.  A  section  203-designated 
Agency  employee  who  is  automatically  separated  at  age  60  or  65 
receives  retirement  benefits  under  the  applicable  retirement 
system  if  the  employee  has  completed  five  years  of  Agency  service. 

Section  302(c)  provides  that  the  recall  provisions  applicable  to 
CIARDS  participants  under  section  271  of  the  CIA  Retirement  Act 
also  apply  to  CIA  FERS  section  203  criteria  employees,  except  that 
a  CIA  FERS  section  203  criteria  employee  make  contributions 
during  recall  service  as  provided  in  section  8422  of  title  5,  United 
States  Code  (as  added  by  section  101  of  the  conference  agreement). 
When  a  CIA  FERS  section  203  criteria  employee  recalled  to  service 
subsequently  reverts  to  a  retired  status,  his  FERS  annuity  is  rede- 
termined. 

Section  SOS  provides  a  special  rule  for  use  in  determining  the 
FERS  annuity  of  a  retiring  CIA  employee  who  is  not  a  FERS  sec- 
tion 203  criteria  employee  and  who  has  served  outside  the  United 
States  during  his  Agency  service.  The  portion  of  such  annuity  re- 
lating to  service  abroad  performed  by  such  employee  after  the  ef- 
fective date  of  the  Federal  Employees'  Retirement  System  Act  of 
1986  is  based  on  the  higher  accrual  rate  set  forth  in  section  8415(d) 
of  title  5,  United  States  Code  (as  added  by  section  101  of  the  confer- 
ence agreement),  while  the  portion  of  the  annuity  of  such  employee 
relating  to  other  service  is  based  on  the  normal  FERS  accrual  rate 
applicable  to  that  employee's  other  service.  The  conferees  provided 
the  accrual  rate  increase  for  periods  of  service  abroad  for  regular 
CIA  FERS  employees  because  such  employees,  during  their  service 
abroad,  perform  work  substantially  similar  to  that  of  FERS  section 
203  criterial  employees,  and  should  thus  enjoy  equivalent  pension 
accrual  rights  during  that  period  as  a  matter  of  equity. 

Section  S04  provides  special  rules  relating  to  certain  former 
spouses  of  certain  CIA  personnel.  The  conferees'  intention  is  to  per- 
serve  the  existing  regime  of  benefits  for  former  spouses  of  CIA  per- 
sonnel, subject  to  necessary  technical  changes.  The  term  "former 
spouse"  as  defined  in  the  CIA  Retirement  Act  (section  204(b)(4))  in- 
corporates the  requirement,  applicable  throughout  the  new  Title 
III  of  the  CIA  Retirement  Act  that,  to  be  considered  a  "former 
spouse,"  the  former  wife  or  husband  of  a  CIA  employee  must  have 
been  married  to  the  CIA  employee  for  not  less  than  10  years  of 
Agency  service,  at  least  5  years  of  which  were  spent  outside  the 
United  States  by  both  the  employee  and  the  spouse  (the  "10/5  re- 
quirement"). As  a  result  of  section  304,  CIA  FERS  employees' 
former  spouses,  who  meet  the  10/5  requirement,  receive  former 
spouses  benefits  analogous  to  those  received  by  CIA  CIARDS  and 
CSRS  employees'  former  spouses  who  met  the  10/5  requirement. 
Throughout  the  discussion  below  of  this  section,  unless  the  context 
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indicates  otherwise,  the  term  "former  spouse"  when  used  in  refer- 
ence to  a  CIA  employee's  former  spouse,  means  only  a  former  wife 
or  husband  who  satisfies  the  10/5  requirement. 

Section  304(a)  provides  that  the  former  spouse  provisions  in  chap- 
ter 84  of  title  5,  United  States  Code  (as  added  by  section  101  of  the 
conference  agreement)  do  not  apply  to  a  CIA  FERS  employee  who 
has  a  former  spouse  meeting  the  10/5  requirement.  Instead,  the 
special  rules  provided  in  section  304  apply  to  such  an  employee  and 
former  spouse.  For  a  CIA  FERS  employee  whose  former  spouse  did 
not  meet  the  10/5  requirement,  the  normal  former  spouses  provi- 
sions of  chapter  84  of  title  5  (as  added  by  section  101  of  the  confer- 
ence agreement)  would  apply. 

Section  304(b)  provides  that  the  provision  in  section  221(b)(1)(C)  of 
the  CIA  Retirement  Act  for  a  joint  employee/former  spouse  waiver 
of  a  survivor  annuity  by  spousal  agreement  applies  with  respect  to 
the  survivor  annuity  for  a  CIA  FERS  employee's  former  spouse 
under  section  304(c)(2). 

Section  304(c)  provides  that  certain  specified  provisions  of  the 
CIA  Retirement  Act  of  1964  relating  to  CIA  CIARDS  employees 
apply  equally  to  CIA  FERS  employees  with  respect  to  former 
spouses.  The  specified  provisions  made  applicable  deal  with  compu- 
tation of  annuities  for  former  spouses,  election  of  survivor  benefits 
for  former  spouses,  sharing  of  discontinued  service  (i.e.,  lump  sum) 
benefits  with  former  spouses,  and  the  effect  of  payments  under 
spousal  agreements  or  court  orders. 

Section  304(d)  provides  technical  special  rules  with  respect  to 
computation  of  annuities  for  CIA  FERS  employees'  spouses  in  ac- 
cordance with  section  222(a)  of  the  CIA  Retirement  Act  as  made 
applicable  by  subsection  304(c).  The  special  rules  are  necessary  to 
take  account  of  the  recall  and  reemployment  situations  of  CIA 
FERS  employees  and  to  take  account  that  CIA  FERS  employees' 
contributions  belong  in  the  Civil  Service  Retirement  and  Disability 
Fund  rather  than  the  CIA  Retirement  and  Disability  fund  to  which 
CLA  CIARDS  participants  contribute. 

Section  304(e)  provides  special  rules  relating  to  the  survivor  an- 
nuities of  CIA  FERS  employees'  former  spouses  under  subsections 
(b)  and  (c)  of  section  222  of  the  CIA  Retirement  Act  as  made  appli- 
cable by  section  304(c).  The  special  rules  adjust  the  application  of 
the  CIA  Retirement  Act  provisions  made  applicable  to  CIA  FERS 
former  spouses  provisions  in  light  of  the  former  spouses  provisions 
of  chapter  84  of  title  5,  United  States  Code  (as  added  by  section  101 
of  the  conference  agreement)  with  respect  to  percentage  of  employ- 
ee annuity  used  in  calculating  former  spouse  survivor  benefits,  the 
employee  annuity  base  used  in  such  calculation,  survivor  annuity 
election,  aggregation  of  multiple  survivor  annuities,  and  employee 
contributions  to  fund  elected  survivor  annuities. 

Section  304(f)  provides  for  computation  of  the  reduction  of  a  CIA 
FERS  employee's  annuity  to  provide  survivor  annuities  in  the 
manner  provided  by  section  8419(a)  of  title  5,  United  States  Code 
(as  added  by  section  101  of  the  conference  agreement). 

Section  304(g)  provides  that  the  entitlement  of  a  retired  CIA 
FERS  employee's  former  spouse  to  a  portion  of  the  employee's  an- 
nuity extends  to  any  annuity  supplement  the  employee  receives 
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under  section  8421  of  title  5,  United  States  Code  (as  added  by  sec- 
tion 101  of  the  conference  agreement). 

Section  305  provides  that  section  201(c)  of  the  CIA  Retirement 
Act,  which  provides  for  the  finality  and  unreviewability  of  DCI  ad- 
ministration of  the  CIA  Retirement  Act,  applies  to  administration 
of  FERS  by  the  CIA  with  respect  to  CIA  employees,  except  that 
regular  CIA  FERS  employees  may  appeal  certain  adverse  retire- 
ment decisions  made  by  the  DCI  to  the  Merit  Systems  Protection 
Board  and  the  federal  courts  as  provided  in  section  8461(e)  of  title 
5,  United  States  Code  (as  added  by  section  101  of  the  conference 
agreement).  Subsection  8347(n)  of  title  5,  United  States  Code  (as 
amended  by  the  conference  agreement)  contains  a  provision  similar 
with  respect  to  finality  and  unreviewability  of  DCI  administration 
of  the  CSRS  with  respect  to  CIA  employees  and  similar  with  re- 
spect to  appeals  of  certain  DCI  decisions  by  CIA  CSRS  employees. 

Section  306  authorizes  the  DCI  to  prescribe  in  regulations  (in  con- 
sultation with  the  Director,  OPM  and  the  Executive  Director  of  the 
Thrift  Investment  Board)  appropriate  procedures  to  carry  out  Title 
III  of  the  CIA  Retirement  Act.  The  DCI  must  submit  the  regula- 
tions to  the  intelligence  committees  of  the  Congress  before  the  reg- 
ulations takes  effect. 

Section  307  authorizes  the  DCI  to  provide  by  regulation  for  the 
transition  from  CIARDS  to  FERS  for  CIARDS  participants  electing 
to  participate  in  the  FERS.  Section  307  gives  CIA  CIARDS  employ- 
ees the  same  opportunity  to  elect  to  participate  in  the  FERS  as  CIA 
CSRS  employees  enjoy  under  title  III  of  the  Federal  Employee's  Re- 
tirement System  Act  of  1986.  The  DCI  must  submit  the  regulations 
implementing  section  307  to  the  intelligence  committees  of  the 
Congress  before  the  regulations  take  effect. 

Section  507:  Special  retirement  accrual  for  other  intelligence  person- 
nel 

Section  507  extends,  to  a  limited  number  of  civilian  employees  of 
the  National  Security  Agency  and  the  Defense  Intelligence  Agency 
covered  by  the  CSRS  and  the  FERS,  the  special  retirement  accrual 
benefit  provided  to  CIA  regular  FERS  employee  for  periods  of  over- 
seas service  by  section  303  of  the  CIA  Retirement  Act  (as  added  by 
section  506  of  the  conference  agreement).  The  conferees  concluded 
that  NAS  and  DIA  civilian  employees  within  the  groups  covered  by 
section  9(b)(1)(B)  of  the  NSA  Act  of  1959  and  section  1605(a)  of  Title 
10,  United  States  Code  merit  treatment  equivalent  to  that  afforded 
CIA  regular  FERS  employees  for  periods  of  service  abroad  because 
of  the  nature  of  their  intelligence  duties. 

Administration  of  CSRS  and  FERS  for  Employees  of  the  CIA 

Section  206(i)  of  the  conference  agreement  amends  section  8347 
of  title  5,  United  States  Code,  to  add  a  new  subsection  8347(n)  to 
provide  for  CIA  administration  of  the  Civil  Service  Retirement 
System  as  it  applies  to  CIA  employees.  Section  8347(n)  provides  for 
CIA  administration  of  the  CSRS  as  it  applies  to  CIA  employees  in 
the  same  way  as  section  8461  of  title  5,  United  States  Code  (as 
amended  by  the  conference  agreement)  provides  for  CIA  adminis- 
tration of  the  FERS  as  it  applies  to  CIA  employees.  The  conferees 
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concluded  that  CIA  administration  with  respect  to  CIA  employees 
of  all  retirement  systems  applicable  to  CIA  employees  forms  an  es- 
sential part  of  efforts  to  improve  the  protection  afforded  to  intelli- 
gence sources,  methods  and  activities. 

These  provisions  (sections  8347  and  8461)  provide  that  the  Direc- 
tor of  Central  Intelligence  may,  consistent  with  the  administration 
of  CSRS  and  FERS  by  the  Office  of  Personnel  Management  and  the 
Executive  Director  of  the  Federal  Retirement  Thrift  Investment 
Board  and  to  the  extent  the  DCI  considers  appropriate,  administer 
CSRS  and  FERS  retirement  provisions  as  they  apply  to  CIA  person- 
nel. In  addition  the  DCI  may,  to  the  extent  he  considers  appropri- 
ate, perform  with  respect  to  CIA  personnel  the  functions  and  duties 
(including  with  respect  to  disbursements  from  the  Civil  Service  Re- 
tirement Fund  or  the  Thrift  Savings  Plan,  but  not  including  Thrift 
Savings  Plan  investment  decisions)  of  the  Director,  OPM  or  the  Ex- 
ecutive Director,  Thrift  Investment  Board  under  subchapter  III  of 
chapter  83  or  under  chapter  84,  which  those  officers  would  other- 
wise perform.  To  the  extent  that  the  DCI  does  not  exercise  his  au- 
thority to  assume  the  functions  and  duties  of  OPM  or  the  Execu- 
tive Director  with  respect  to  CIA  CSRS  and  FERS  employees,  OPM 
and  the  Executive  Director  would  continue  to  perform  such  func- 
tions and  duties  with  respect  to  CIA  CSRS  and  FERS  employees. 
Allowing  the  DCI  to  assume  such  functions  and  duties  to  the 
extent  he  considers  appropriate  will  permit  a  phased,  orderly  as- 
sumption of  retirement  administration  functions  and  duties  by  the 
CIA. 

These  provisions  also  provide  that  sections  8439(b),  8461(h)(1),  and 
8474(c)(4)  of  title  5,  United  States  Code  (as  added  by  section  101  of 
the  conference  agreement)  shall  be  applied  with  respect  to  informa- 
tion relating  to  CIA  personnel  in  a  manner  that  protect  intelli- 
gence sources,  methods  and  activities.  Section  8439(b)  relates  to  au- 
diting of  the  Thrift  Savings  Plan  by  a  qualified  public  accountant 
and  a  report  to  the  General  Accounting  Office.  Section  8461(h)(1) 
relates  to  OPM  access  to  information  held  by  other  agencies.  Sec- 
tion 8474(c)(4)  relates  to  Executive  Director,  Thrift  Investment 
Board  access  to  information  held  by  other  agencies.  Although  noth- 
ing in  the  Federal  Employees'  Retirement  System  Act  of  1986,  or 
the  amendments  made  by  the  Act,  impairs  or  affects  statutes  (such 
as  section  102(d)(3)  of  the  National  Security  Act  of  1947  and  sec- 
tions 6  and  8  of  the  CIA  Act  of  1949)  and  Executive  Orders  (such  as 
Executive  Orders  12333  governing  intelligence  activities  and  12356 
governing  national  security  information)  regarding  protection  of  in- 
telligence sources,  methods  and  activities,  the  conferees  believed  it 
appropriate  to  emphasize  the  requirement  for  such  protection  be- 
cause certain  provisions  of  chapter  84  refer  specifically  and  address 
the  issue  of  access  by  one  agency  to  information  held  by  another 
agency.  Security  practices,  including  clearance  requirements,  nor- 
mally applicable  to  intelligence  information  will  apply  in  the  ad- 
ministration of  sections  8439(b),  8461(h)(1)  and  8474(c)(4)  of  title  5  as 
they  are  applied  with  respect  to  CIA. 
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From  the  Committee  on  Post  Office  and  Civil  service: 
For  consideration  of  the  Senate  amendments  Nos.  1,  2,  and  3  and 
modifications  committed  to  conference: 

William  D.  Ford, 

William  Clay, 

Mary  Rose  Oakar, 

Gene  Taylor, 

John  T.  Myers, 

As  additional  conferees  on  Senate  Amendment  No.  3: 
From  the  Permanent  Select  Committee  on  Intelligence: 
For  consideration  of  title  IV  of  the  Senate  amendment  and  modi- 
fications committed  to  conference: 

Lee  H.  Hamilton, 
Louis  Stokes, 
Anthony  C.  Beilenson, 
Bob  Stump, 
Andy  Ireland, 

As  additional  conferees  on  Senate  Amendment  No.  3: 
From  the  Committee  on  Foreign  Affairs: 

For  consideration  of  title  V  of  the  Senate  amendment  and  modi- 
fications committed  to  conference: 

Daniel  A.  Mica, 
Peter  H.  Kostmayer, 
Olympia  Snowe, 

As  additional  conferees  on  Senate  Amendment  No.  3: 
From  the  Committee  on  Ways  and  Means: 

For  consideration  of  provisions  in  section  101  of  the  Senate 
amendment  establishing  a  new  subchapter  III  of  chapter  84 — Thrift 
Savings  Plan;  establishing  a  new  section  8475  in  subchapter  VII — 
transition  provisions;  of  title  II  of  the  Senate  amendment;  and  of 
section  305  of  the  Senate  amendment  and  modifications  committed 
to  conference: 

Bill  Archer, 
Wm.  Thomas, 
Managers  on  the  Part  of  the  House. 

W.V.  Roth,  Jr., 
~  Ted  Stevens, 

f  Charles  McC.  Mathias,  Jr., 

Tom  Eagleton, 
Albert  Gore,  Jr., 
Managers  on  the  Part  of  the  Senate. 
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